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SIR GEORGE BOLTON 

who last month became deputy chairman of the Commonwealth Development 

/inance Company and of the Bank of London and South America, and was 
designated to succeed Sir Francis Glyn as chairman of the bank 
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A Financial Notebook 





The Market Shake-Up 


THE market prospect has undergone 
profound changes in the course of 
this past, pre-budget, month. The 
threat of strikes in the engineering 
and shipbuilding industries had cast 
its shadow before in both the stock 
markets and the exchange markets; 
and on Monday, March 18, when 
the shipbuilding strike was on, a 
strike in engineering called for the 
end of the week and a strike on the 
railways in prospect, the convulsion 
was violent. The Financial Times 
index of industrial shares plummeted 
4.1 points to 180.4, its sharpest fall 
since June last year; War Loan lost 
1} points; and sterling, which in the 
preceding week had slipped from 
around $2.79 to $2.793, came under 
strong pressure which, despite sub- 
stantial official support, carried the 
rate below $2.79 for the first time 
since the first days of the new year. 

In the rally that followed the 5 per 
cent award by the British Transport 
Commission, the industrial index 
actually passed its ten months’ peak 
of 190.0 reached on March 5; but in 
gilt-edged and sterling the recovery 
was impeded by fears of the in- 
flationary influence of the rail settle- 
ment. 

The strike threats and their impact 
on sterling naturally had their effect 
also in the discount market. The 
long decline in the Treasury bill 
rate, from nearly 57; per cent in 
early December to just 4 per cent 


on March 1, was reversed at the 
three subsequent tenders, carrying 
the rate to 4} per cent. This stiffen- 
ing was encouraged also by increased 
stringency in the short-loan market; 
special help given by the Bank has 
not been sufficient to save the market 
from remittent borrowing at the 
penal rate. 


External Balance Now 


Meanwhile the latest indicators of 
the external balance are modestly 
encouraging. ‘The trade returns for 
February seem to confirm that the 
impact of the Suez emergency has 
been notably smaller than was ori- 
ginally feared; and the movement 
in the reserves suggests that, not- 
withstanding the special purchases 
of oil, the dollar balance is returning, 
late in the season, to surplus. The 
‘“‘ gap ”’ between landed imports and 
exports narrowed in February, re- 
versing in part the deterioration of 
the previous month; but the monthly 
movements are still distorted (though 
to a diminishing degree) by the 
uneven effect of the re-routeing 
round the Cape. 

The significant comparison is that 
for the four months November- 
February—in which, compared with 
the corresponding period of 1955-56, 
imports were virtually unchanged 
while exports rose by 64 per cent. 
The stability of imports covers a 
fall in volume, reflecting largely the 
loss of oil supplies, and a rise of 
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about 4 per cent in prices—again 
attributable largely to oil, and tanker 
freights. Export prices rose by about 
the same amount, so that the expan- 
sion in volume does appear to have 
slackened somewhat—though it is 
officially thought that this may be 
attributable to continued delays in 
shipments. 

The effect of the Middle East 
dislocations on the external balance 
thus appears to have been largely 
limited to the big dollar burden 
imposed by the oil disruptions. The 
Chancellor confirmed last month 
that the additional dollar expenditure 
incurred on importing oil to Britain 
had been running (in the three 
months to end-January) at a rate of 
about $30 millions a month; and in 
addition possibly half as much again 
is being lost in invisible earnings. 
In February the oil outlays were 
still impinging on the reserves—and 
although the credit from the Export- 
Import Bank was formally com- 
pleted at the end of that month, no 
drawings appear to have been made 
in March. 

Nonetheless, the central gold and 
dollar reserves rose in February by 
$63 millions. One important in- 
fluence was the deposit by India of 
its first drawing of $594 millions on 
its recently negotiated credit of 
$200 millions from the International 
Monetary Fund; but the net addition 
to the central reserve was certainly 
much smaller, as India was again 
drawing heavily on London during 
the month. Thus the rest of the 
sterling area appears to have earned 
a modest dollar surplus even after 
the oil payments. ‘This was largely 


accounted for by the receipt of $20 
millions from the European Pay- 
ments Union in gold settlement of 
the January surplus; but the surplus 
in February was very nearly main- 
tained, at £8 millions, bringing in 
$17 millions in mid-March. 
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More Reinforcements—and 
the Waiver Replaced 


In addition to India’s IMF credit 
—of which a further $673 millions 
was drawn last month, leaving $73 
millions as a standby facility—an 
important new reinforcement to the 
reserves has recently come _ into 
prospect from Germany, and the 
way has been smoothed for a return 
to the reserves of the $104 millions 
in respect of last year’s interest on 
the North American loans. The 
German Government agreed last 
month that the Bank deutscher 
Laender should deposit £75 millions 
with the Bank of England to meet 
future instalments on the debt out- 
standing on the post-war loan from 
Britain; and a further £10 millions 
is to be added to the arms purchase 
account held in London. At the 
same time, the Germans have con- 
sented to raise their contribution 
for the upkeep of British forces in 
Germany from £34 millions in 
1956-57 to £50 millions—of which 
£33 millions is being allotted as 
‘* defence aid ”’. | 

The question of the waiver on 
the North American loans, which 
Britain requested in December last 
and has since been under discussion 
with the United States Administra- 
tion pending its submission to Con- 
gress, has now been settled in a 
mutually satisfactory manner. ‘The 
two Governments have agreed to 
replace the provisions in the 1945 
agreement, which gave Britain the 
right to claim a waiver of interest 
for a year in which complicated con- 
ditions regarding the purchasing 
power of its exports and the repay- 
ment of sterling balances could be 
shown to have been fulfilled. 

Under the new articles, payments 
will not be waived but deferred, 
until after the last of the regular 
instalments has been paid on the last 
day of the twentieth century; but 

















principal as well as interest is now to 
be covered. ‘The deferments, on 
which interest will be charged at 
2 per cent, can be invoked at any 
time that the British Government 
considers necessary in view of the 
balance of payments, though this may 
not be done more than seven times. 
Britain has given an assurance that 
it does not intend to avail itself of 
“the major part” of this potential 
in the years immediately ahead. 

When the amendment is finally 
ratified by Congress, the interest for 
1956 will be returned as a deferment 
and not a waiver. 


Nuclear Investment Expansion 


Stripped of the camouflage of in- 
accurate figures under which Minis- 
terial spokesmen presented it, the 
revised programme of nuclear elec- 
tricity turns out to be of much the 
order that had been forecast in The 
Banker and elsewhere. Building of 
nuclear stations is to be accelerated 
to bring three times as much capacity 
into commission by the end of 1965 
as was envisaged in the original 
White Paper two years ago—5,000- 
6,000 megawatts as against 1,500- 
2,000 megawatts. Technical ad- 
vances have allowed higher elec- 
tricity ratings for the nuclear reactors 
than was possible, for example, at 
Calder Hall; and the Government 
has decided upon a further invest- 
ment in atomic power as insurance 
against the political risks of growing 
reliance upon Middle East oil. 

The official estimates of what this 
acceleration of the nuclear _pro- 
gramme will cost in capital invest- 
ment, however, are markedly higher 
than those tentatively put forward in 
the February issue of The Banker. 
Taking the capital costs of nuclear 
stations to be completed in the next 
nine years as £124 per kilowatt for 
actual plant, plus £29 per kilowatt 
for the ‘‘ working capital”? of ura- 
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nium fuel inside—figures that might 
seem conservatively high to a nuclear 
knight—these estimates would re- 
quire £919 millions for nuclear 
generation; and some rearrangement 
of the transmission network to take 
power from these stations may add 
about {£20 millions more. These 
6,000 nuclear megawatts will thus 
cost about £650 millions more capital 
between now and 1965 than a purely 
conventional programme would have 
done for the same output—or about 
£500 millions more than the power 
programme that included the original 
2,000 megawatts of nuclear power. 

An increase of this order brings 
the investment plans of nationalized 
fuel and the Transport Commission 
to something of the order of £6,000 
millions during 1956-65. As _ Sir 
Oscar Hobson points out on page 
231, the existing procedures of 
Government scrutiny of these vast 
and technically complex programmes 
are quite incapable of ensuring that 
this public money is invested to the 
best advantage; but it is intensely 
difficult to conceive of any practicable 
Government audit that could do so. 
There are hints, however, that the 
Government is soon to try again in 
devising methods. of as3sessing—and 
financing — capital investment in 
these huge public corporations. 


Record Fall in Deposits 


The contraction of bank deposits 
during the tax-gathering phase has 
this year been the biggest ever ex- 
perienced. Most of it, as usual, was 
concentrated into the second make- 
up period of the clearing banks, 
which this year spanned the five 
weeks to February 20. Net deposits 
dropped in this period by £294 
millions, making a decline of £376 
millions since end-December, and 
Lloyds Bank’s seasonally corrected 
index, which had risen from 106.3 
to 106.8 at the January make-up, 
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dropped back to 106.2. In both 
periods, however, the declines were 
only slightly greater than those ex- 
perienced in the corresponding but 
shorter periods last year—{292 mil- 
lions in four weeks and 362 
millions in six. 

They were also appreciably smaller 
than the unprecedented rate of repay- 
ment of tender Treasury bills had 
led some people to expect. The 
banks’ liquid assets sustained record 
falls—by £370 millions and {£415 
millions respectively. This latter 
movement compared with £360 mil- 
lions in the first six weeks of 1956, 
but the difference of £55 millions 
was significantly less than the in- 
crease in the T'reasury’s “ visible ” 
cash surplus (allowing for tax certi- 
ficates, “‘small’”’ savings, etc.) in 
this year’s seven weeks compared 
with last year’s six. The large fund- 
ing of bills through “‘ departmental ”’ 
sales of securities (the receipts from 
which do not, of course, figure in 


Feb 20, Change on 
1957 Month Year 
£mn {mn {mn 
Deposits .. 6189.9 — 343.4 -+26.2 
‘Net’? Dep* 5929.4 — 294.2 30.4 
%T 
Liquid 
Assets 2076.8 (33.6) -370.4 -—344 
Cash .. 499.2 (8.1) -— 25.8 —- 7.2 
Call Money 414.5 (6.7) -— 50.9 —-18.1 
Treas Bills 1016.5 (16.4) -—286.9 -—21.2 
Other Bills 146.6 (2.4) - 6.8 +12.1 
ce Risk bP 
Assets 3934.8 (63.6) -+- 78.6 +-62.9 
Investments 2011.3 (32.5) + 19.1 + 4.5 
Advances]... 1923.5 (31.1) + 59.5 -+-58.4 
State Bds 57.5 —~ 37.6 -— 
All other 1866.0 - 97.1 


* Excluding items in course of collection. 

+ Ratio of assets to published deposits. 

t “‘ True ’’ advances in Great Britain totalled 
£1728.9 mn, compared with £1683.0 mn 
in November. 


the Exchequer return—or any other) 
early in the year thus seem to have 
had unexpectedly little effect upon 
the volume of credit. A partial ex- 
planation is the absorption of gilt- 
edged by the banking system itself. 
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The clearing banks have added £31 
millions to their portfolios since end- 
1956, a modest amount by com- 
parison with the supposed volume 
of departmental sales, but larger 
amounts are believed to have been 
absorbed by discount houses, which 
in effect had switched from bills to 
bonds. ‘To this extent the “‘ fund- 
ing ’’ operations reduce the liquidity 
of the whole system without reducing 
that of the clearing banks. Their 
ratio has, however, dropped faster 
than usual—in the February period, 
from 37.4 to 33.6 per cent. This 
compares with 34.3 per cent in 
February, 1956, and 31.3 per cent 
in 1955. 


Advances Break through 
the Squeeze 


A sharp upturn in advances was 
the main explanation of the failure 
of deposits to keep pace, during 
February, with the fall in liquid 
assets. The quarterly analysis has 
since confirmed that this rise, unlike 
the fall shown at the clearing banks’ 
January make-up, was not attri- 
butable to the distorting extraneous 
items included in the _ published 
monthly figures. In the three 
months November-February, aggre- 
gate advances made in Great Britain 
by all members of the British 
Bankers’ Association rose by {£70 
millions, to £2,000 millions, in con- 
trast with their fall of £20 millions 
in the corresponding period of the 
previous year. ‘This substantial rise, 
like that shown by the clearing banks 
in the latest month, occurred in 
spite of large repayments by the 
nationalized industries. Over the 
quarter, the public utilities group 
(other than transport) repaid on 
balance £35 millions. The local 
authorities slightly increased their 
borrowings. Loans to all other bor- 
rowers, broadly representing the 
private sector, thus rose by no less 











than {£104 millions, one of the 
largest rises ever shown in a single 
quarter and a bigger one than 
occurred during the boom two years 
ago. 

Seasonal influences tending to ex- 
pand demands for credit, notably 
the tax influence, have, of course, 
been strong in this phase. But the 
extent of the rise, and the fact that 
it was spread through nearly all 
categories of borrowers, suggest that 
the (never very clear) principles of 
the squeeze are not being pressed so 
rigorously as in the earlier stages, 
even though the banks have made 
no conscious change. It may be 
significant in this context that the 
rate of net new lending has been 
much greater among non-clearing 
than among clearing banks. The 
latter’s aggregate of ‘“‘true’”’ do- 
mestic advances rose during the 
quarter from £1,683 millions to 
{1,729 millions (but their loans to 
state boards dropped from £88 mil- 
lions to £58 millions), whereas the 
non-clearing banks’ advances rose 
from £248 millions to £272 millions 
(though the boards’ repayments to 
them have been relatively smaller). 

Among the categories of bor- 
rowers, as the detailed comparison 



































on page 275 shows, the biggest rises 
were the {21 millions for iron and 
steel and the {17 millions for the big 
engineering group. The personal 
and professional category expanded 
for the first time since May, 1955, 
by £9 millions to {£324 millions. 
Borrowings by hire-purchase finance 
companies rose by £5 millions, to 
£28 millions. 


Export Credit Concessions 


From the beginning of this month 
the Export Credits Guarantee De- 
partment is making three improve- 
ments in its facilities available on 
credits up to two years: without 
change of premium rates, it 1s 
covering more risks and a greater 
percentage of losses, and providing 
for earlier settlement of claims. 
These concessions are fully justified 
by the Department’s commercial 
experience; following the big surplus 
of {4.7 millions earned in 1955-56, 
ECGD has earned a further (though 
probably smaller) surplus in the cur- 
rent year to end-March, notwith- 
standing last year’s cut of about 
one-fifth in premium rates, to their 
lowest level ever. 

The present improvement in terms 





























\) 
aw 








(5 GaN 


nD gS 
MADRAS 


S. INDIA 


Through our Branches in India and S.E. Asia, and a world 
wide network of Correspondents, we can offer to those 
who trade Overseas 


A COMPLETE BANKING SERVICE 





















































213 

















OG AE Seton 


V5 -ete iBe IR Kieth ocs. nth ade Mak Moma 












teens tee ” 
read tate, Six. 


PMOL 9 STOTT Fie ROS ALI hl TR de SOLS CE Rate eg, 


Pe OS a Pee 





Sere See ew ices 





is not expected to take up the whole 
of the year’s profit, but the Depart- 
ment is anxious to build up reserves. 
Some big claims were experienced in 
January, and by the end of that 
month payments became due on the 
moderate amount of claims believed 
to have been made on Middle East 
business. 

Perhaps the most valuable of the 
new concessions on short-term com- 
mercial business is the extension of 
‘* political”? cover—that is against 
all losses not arising from the buyer’s 
insolvency or default—from 90 to 
95 per cent of the loss. Secondly, 
and as an experiment, ECGD is 
offering, for the first time, with due 
safeguards, cover against a buyer’s 
default before acceptance of the 
goods. ‘The exporter will still have 
to bear the loss of the first £20 on 
every {100 of invoice price; but 
ECGD will bear 85 per cent of any 
loss within the next £40. Finally, 
losses due to transfer and political 
risks will be settled after four months 
instead of six, and losses through 
default on goods accepted after six 
months instead of twelve. 

These concessions do not apply 
to the Department’s facilities for 
medium-term credits from two to 
five years; the terms on such busi- 
ness are now in course of being re- 
vised. Nor do they apply to any 
“Section I] ”’ business, which com- 
prises special facilities offered on 
grounds of “national interest ’’, 
though often in practice commer- 
cially sound. 


Dual Pressure on 
Eastern Banks 

Some of the Eastern exchange 
banks experienced last year an 
uncomfortable scissors movement. 
On the one hand, deposits have been 
tempted away by the high money 
rates obtaining in London. ‘Thus 


both the Chartered Bank and the 
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National Bank of India (which an- 
nounces its intention of making a 
fusion of resources and staff with 
Grindlays Bank, whose full capital it 
acquired from the National Pro- 
vincial in 1948) show some reduction 
in total deposits, in both cases 
attributable entirely to fixed de- 
posits; and the other banks record 
only modest increases. 

At the same time, demands for 
finance were sharply increasing, and 
the advances of the Chartered Bank, 
the Hongkong and Shanghai Banking 
Corporation and the Mercantile Bank 
of India rose substantially. This is 
attributed to a number of influences 
—the quickening pace of develop- 
ment in Asia, and quite especially in 
India; the lengthening of shipments 
resulting from the closing of the 
Suez Canal; and, in the experience 
of the Hongkong and Shanghai, the 
impact of the tightening of lending 
by banks in Britain. In the face of 
this dual squeeze on liquidity, all 
five banks reduced their investment 
portfolios—though part of the re- 
corded reduction reflects depreciation 
in market value, covered in full from 
inner reserves and current profits. 


America’s Changing 
Banking Scene 

Owing to indisposition, it has been 
necessary to defer publication of the 
second of Mr J. S. G. Wilson’s 
articles in his series on “‘ America’s 
Changing Banking Scene ”’ — pre- 
senting the results of his recent in- 
tensive “‘ field survey ’’ of America’s 
banking institutions. The | first 
article, in our March issue, sur- 
veyed the banking structure as a 
whole. ‘The second article, to be 
included in the May issue, will 
examine the nature of the business 
of the commercial banks. It will be 
followed by articles on money market 
organization and the Federal Reserve 
System and credit policy. 














Put Sterling First 


> 


HE stoppage in the shipyards, the “ selective”’ strikes in the 

engineering industries and the threat of a new railway strike that 

engulfed the nation late last month sounded a sombre prelude to 

the budget that Mr Peter Thorneycroft is to open on April 9; 
and when, suddenly, the industrial deadlock was apparently broken by the 
Transport Commission’s grant of a 5 per cent increase, the impact on the 
budget prospect was perhaps more ominous still. Five per cent imme- 
diately became the basis of the negotiations in the shipbuilding dispute, and 
it is likely to become a minimum basis of settlement in many other industries. 
The original stand by the engineering and shipbuilding employers against 
any increase owed much to the exhortations of Sir Anthony Eden and 
Mr Macmillan last year for the plateau and the freeze; now Mr Macmillan’s 
Government, through sanctioning—or ordering—-the retreat by the Trans- 
port Commission will almost certainly force private industry to grant more 
than it would have conceded if the government had let alone from the 
start. And, as Sir Oscar Hobson emphasizes in his regular commentary on 
page 231, the new injection of inflation into incomes and costs must inevitably 
stiffen the budget reckoning. 

Moreover, the stoppages themselves are taking their toll—and they have 
visibly demonstrated the narrowness of the margin on which sterling’s 
respite rests. As reported in a note on page 209, the rate has fallen sharply, 
notwithstanding official support. Even when allowance has been made 
for the exaggerated swings to which overseas sentiment is prone, this 
experience affords further grounds for disquiet. It reveals that the under- 
lying basis of international confidence in sterling has still not been surely 
rebuilt. Yet, aside from the strikes and the rail settlement, the portents 
should recently have seemed more favourable. ‘The world must now know 
that Britain’s economy has come through the worst phase of the Suez crisis 
with extraordinarily little damage; it is aware of the improving chances— 
subject, admittedly, to the threat from Gaza and the problem of Canal 
dues—that these exceptional strains will soon be lifted; and it knows that 
large resources have been mobilized to reinforce the reserves available to 
defend the sterling parity to which the Government stands pledged. It is 
disturbing to find these grounds for reassurance so lightly brushed aside. 

This moral from the exchange markets has not been lost on the City. 
It has given pause to the mounting hopes for the budget; but it has by no 
means obliterated them, whilst the share markets have regained their pre- 
railway settlement losses. Although only a few months have passed since 
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Mr Macmillan was sounding warnings about a possible increase in income 
tax, most people had convinced themselves before the strikes that this 
would be a budget of tax reliefs, perhaps substantial ones. Whatever the 
merits of the case on economic grounds, the optimists found it easy to make 
a case on political grounds. In this twelfth year after the end of the war 
and this sixth year of Tory government, the community as a whole still 
carries a huge tax load and a wholly disproportionate burden has been 
fastened on the middle classes, whose political disillusionment has been 
amply demonstrated at recent by-elections. Only a dramatic effort can 
change this pattern; and Tory government, if it is ever to redeem itself, 
must make this effort, and make it quickly. So runs the argument, and it 
is one that seems to have found an echo in the heart of the new Premier. 
Though offering no clear promises, he has contrived to persuade the faithful 
that at any moment now he may appear in shining armour prepared with 
sharpened axe to do battle against mighty forces. 

But, likewise in this twelfth year after the war, Britain’s economy is still 
balanced on a knife-edge. For all its progress in production, in standard 
of living, in exports and in technological innovation—and these achieve- 
ments have been great—the economy remains at the mercy of the fickle 
winds of international confidence. Its inflationary appetite has kept its net 
international earnings, however much their gross total grows, consistently 
below the minimum needed to meet its international economic responsi- 
bilities. And its international reserves have perforce remained so slender 
that every new shock or uncovenanted strain topples it into an external 
crisis. Every Government since the war has declared the building up of 
these earnings and these reserves to be its primary aim. Now the shocks 
from Suez, and the mobilization of the second-line defences they demanded, 
have shown that it is indeed time to call a halt to these failures, time to 
provide the economy with a genuine shock-absorber of adequate reserves. 
If ‘Tory government is to redeem itself, it must show that it can check 
inflation, must give the economy at least a fair chance of standing up to 
all but wholly abnormal buffetings. Mr Macmillan’s Government has 
three years at most in which to do what its predecessors have failed to do 
in twelve. ‘The task is Herculean—but it, too, is blazoned forth by the 
doughty knight. 

It should be easy to see which of these aims should take first place, but 
public opinion, and perhaps even some ministers, do not seem to find it so. 
In the long run, admittedly, the two aims may be interdependent. A com- 
munity overburdened by taxation may be unable to develop the savings 
and enterprise necessary to combine solvency with expansion. Corre- 
spondingly, without such a combination, any general tax relief will be either 
impossible or illusory. But if the two processes may march in step in the 
long run, they cannot do so in the short. 

In view of current confusions, it may be helpful to recall briefly the basic 
principles. ‘The task of building up the external surplus and the reserves 
may be difficult if output does not steadily expand; but expansion is not the 
essence of the process. ‘That consists in creating a margin, in producing 


216 





















































\y We 


\y 


= «$6 








more than is absorbed for all purposes at home—whether output rises fast 
or slowly or not at all. ‘Therefore it is much more important to ensure 
that aggregate domestic demand will run below productive capacity than 
to push output hard up against the limits of capacity. The calculations of 
the economic policy-makers in seeking to influence the future aggregate of 
home demand, whether by budgetary or monetary means, have to leave a 
margin of capacity to meet additional export demands. And unless there 
is already reserve capacity, economic policy has to try, so far as it can, to 
ensure that margins exist in industries having good export chances. 

When the need to restore the exchange reserves is as pressing as it 1s 
now, the economy has to accept the fact that a modest portion of its pro- 
ductive capacity may remain unutilized unless it is called into action for 
export. But this is not a risk that has to be accepted “ blind ’’, exposing 
the trend of domestic output to the whims of overseas markets. ‘The 
parallel task of domestic policy is to limit the risk, by creating conditions 
that give industry an incentive to expand its exports and overseas buyers 
an incentive to expand their purchases—creating, in short, conditions of 
restraint that keep costs competitive and ensure that production for the 
home market is not always a soft option to the rigours of exporting. 

From this there follows the trite but still not generally understood fact 
that the balance of payments cannot be strengthened if tax reliefs are 
granted that unduly stimulate domestic demand. Unless tax concessions 
are offset by additional savings, or unless industry’s capacity to raise its 
output quickly is relatively large, the release of domestic purchasing power 
will pre-empt output that would or might have been exported. The 
home market will tend to become relatively more attractive, costs will tend 
to rise, and—if the margin is narrow and unevenly spread—the balance of 
production may be upset, leading to spasmodic shortages and delays. More- 
over, the rise in output cannot take place without setting up at least one 
further stage of added demand, arising from the associated expansion of 
stocks and work-in-progress. A significant portion of that expansion will 
almost invariably take the form of additional imports. 

The scope for general tax relief, in the long run as well as the short, 
thus depends upon the ability of the Government to cut its own expenditures 
and upon the ability of the economy to keep its productive capacity com- 
fortably beyond the total volume of demand—including export demand— 
to be expected in the absence of relief. Under the first head, the only 
sphere from which it would be realistic to expect substantial savings is 
that of defence. It is not clear what weight ought to be attached to the 
argument that the projected radical reform of the defence programme in 
light of the new techniques and the related new strategy may give Britain 
an equivalent defence effort at substantially less cost. But Mr Macmillan 
has made it very plain, especially in the context of the reduction of British 
forces in Europe, that he regards major savings on defence as imperative 
for economic reasons. The current defence burden is represented as 
greater than the national resources can support (as well as being a bigger 
burden, relatively, than Britain’s allies are carrying). ‘This begs the question 
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whether the defence burden should be treated as the marginal one; but, 
given the degree of sacrifices the community has been prepared to make in 
order to support it, the effect has been to keep the economy on its knife- 
edge—so that Britain loses through economic instability much of the inter- 
national political weight that the defence effort is intended to ensure. 

On this argument, the purpose of the defence cuts is to strengthen the 
economy—to rebuild the reserves, finance the major investment programmes 
now being envisaged at home, and leave resources to spare for substantial 
participation in the growth of the under-developed territories and in other 
fructifying activities in the interests of the free world. Why, then, is the 
public being allowed—even encouraged—to assume that the defence savings 
hoped for in these next three years or so will provide the means for general 
tax relief ? If it were practicable to earmark particular funds for particular 
purposes, most of them surely ought to be reserved for the kinds of relief 
that would promote industrial investment and research. 

Before the strikes, it was being argued in some quarters that the other 
possible source of general relief, the capacity for additional production, this 
year offered considerable scope. Industrial output in the aggregate has 
been held down in these past eighteen months by deliberate disinflation 
designed to ensure (as it has done) a better balance in production, as well 
as by the restraints from Suez. Therefore, it is argued, industry has 
accumulated and is still accumulating the increments of capacity created by 
the boom in capital outlays, so that a large additional output might be 
possible as soon as demand is sufficiently restored to call it forth. This 
argument has to be subjected to the several major qualifications already 
noted. Even so, if it were certain that output could be quickly and largely 
increased in all the major sectors, considerable tax relief might still be 
consistent with good hopes of strengthening the balance of payments. 

Unfortunately, this sort of calculation can never be made with precision; 
even in the most propitious circumstances the policy-makers need to allow 
a very wide margin for error. And this year the circumstances are far 
from propitious. ‘To assume, even before the reopening of Suez to British 
ships, that output could quickly surge forward, and to make this the basis 
for large tax reliefs, would be the height of folly. On the most sanguine 
assumptions, it will be some time before oil supplies return to normal, and 
the Government must seize the earliest possible opportunity to cut the 
outlays on dollar oil. Any lingering doubt about the need to tread warily 
has now been swept away by the new wage inflation, and especially by the 
tenderness of sterling. ‘The Government’s best chance of contriving the 
major reliefs it promises is to go slow this year. If modest gestures must be 
made now, they should be of those limited kinds that can be directly linked 
to savings and investment and preferably have a delayed effect, such as a 
reform of the profits tax would have. ‘The general “ incentive ’’ argument 
could be dangerous at this stage. Next year, in parallel with the argument 
about absorbing additional productive capacity, it may come into its own— 
provided the reserves are built up in 1957. ‘This, unquestionably, is a 
time to put sterling first. 
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Investment in Industry— 


Has Britain Lagged? 


Britain’s performance in maintaining analysts. Drawing on recently pub- 
and improving tts stock of industrial lished research studies in each of the 
capital is frequently alleged to lag three countries, including histories of the 
sertously behind that of its main com- absorbing and highly pertinent experience 
petitors, Germany and the United States. of the war years, he refutes the assertion 
In this important article, Dr T. Barna, that Britain has lost ground—and goes 
a noted authority in this sphere, subjects on to suggest why, none the less, Britain 
the popular proposition to rigorous remains vulnerable.—EDITOR. 


By T. BARNA 


‘HE inadequacy of industrial investment is frequently brought up 
by critics of our economy. Up to a few years ago, some even 
maintained that Britain’s industrial capital was “ eroded’ as the 
result of the war and of high taxation in the post-war period. 
This view could no longer be held after Mr Philip Redfern of the Central 
Statistical Office presented his estimates to the Royal Statistical Society in 
January, 1955.* But it could still be said that investment in other industrial 
countries—notably in Western Germany and the United States, our chief 
competitors in the export markets—was proceeding at a faster rate and 
that the ‘‘ inferiority ” of British industry was maintained or even increased. 

In this article a direct comparison is made between capital in the manu- 
facturing industries of this country, Western Germany and the United 
States. ‘The comparison of absolute amounts of capital between countries 
is always uncertain and is, perhaps, not a rewarding exercise. What 
matters more is the rate of growth in the stock of industrial capital. 

The conclusions of the analysis in this article may at first sight appear 
surprising: it is estimated that the “ net value’ of fixed capital in British 
manufacturing industry to-day is about double of what it was in comparable 
prices before the war, and that in this respect we have done at least as well 
as our closest industrial rivals, Western Germany and the United States. 

The comparison has become possible only in recent months. ‘Towards 


** Net Investment in Fixed Assets in the United Kingdom, 1938-53’, Journal of the 
Royal Statistical Society, Series A, 1955. 
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the end of 1956, Dr Rolf Krengel of the German Institute for Business 
Cycle Research, Berlin, published estimates for Western Germany, and 
Messrs D. G. Wooden and R. C. Wasson of the Department of Commerce 
for the United States.* Both sets of estimates are based on the same 
method as that used by Mr Redfern. 

For this country, I build upon Mr Redfern’s figures.t| Mr Redfern’s 
series finished in 1953 and the extension of the estimates by another three 
years makes a substantial difference to the “‘ net value ” of capital. Further, 
full account is here taken of manufacturing assets that were wholly or 
partially created by Government finance during the war, largely omitted 
by Mr Redfern. My estimates are confined to fixed assets in manufac- 
turing industry. Although these account for a minor proportion of total 
capital formation—about one-quarter in this country—it is around the 
adequacy of investment in this sector that the argument about keeping pace 
in economic development mainly turns. Capital investment in sources of 
energy and transport is of the same magnitude, but the varying influence 
of geology and geography makes it exceedingly difficult to make valid com- 
parisons in these spheres. 

My analysis falls into three sections. First, I shall analyse capital forma 
tion in manufacturing industry in recent years and over a longer period; 
in the following section I shall comment on investment during the war; 
and finally I shall compare the stock of assets in the three countries. 


I—Investment Comparison over Thirty Years 


Estimates of capital formation follow the same broad principles in the 
three countries but there are some differences in coverage. ‘The German 
figures include mining in the total for manufacturing; in the post-war 
years mining accounts for 18 per cent of the estimates.{ ‘The American 
figures refer to privately financed capital formation only; as a result of this, 
wartime capital formation is seriously understated and the immediate post- 
war figures are overstated to the extent of private purchases of surplus 
Government plant. ‘The index numbers used in each country to express 
the estimates in terms of the prices of a single year§ must be carefully 
interpreted. Apart from difficulties in obtaining reliable statistical material 
for the prices of structures and equipment, the series in general are based 
on costs and do not take account of changes in “ quality”. Yet in the 
course of years the efficiency of equipment in relation to its price has 
undoubtedly increased. 





* “Die Entwicklung des Anlagevermégens der Westdeutschen Industrie von 1924 bis 
1955’, Deutsches Institut fiir Wirtschaftsforschung, 1956; and ‘‘ Manufacturing Investment 
since 1929 in relation to Employment, Output and Income’’, U.S Department of Commerce, 
Survey of Current Business, November, 1956. 

+ I am grateful to Mr Redfern for unpublished detail of his estimates for years prior 
to 1948. 

t The definition of manufacturing in Western Germany is slightly narrower than in the 
other two countries, but the trades excluded do not account for a significant proportion 
of assets. 

§ 1948 for the United Kingdom, 1950 for Western Germany, and 1947 for the United 
States. There is no difficulty in changing the base year to 1950 for all countries. 
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Fortunately, the international comparison is made possible by the esti- 
mates in an OEEC study by Messrs Milton Gilbert and Irving B. Kravis 
of the purchasing power of the currencies of the three countries for 1950 
in terms of different commodities, including capital goods.* All estimates 
used here have therefore been converted into dollars of 1950 purchasing 
power. ‘The study gives calculations using weights based alternatively on 
United States and European patterns of investment expenditure; and 
in Tl'able II I have taken the geometric means of the published figures. 
Price comparisons in this field, especially for non-residential construction, 
are difhcult and these figures are subject to error. ‘They appear to indicate 
that for the United Kingdom the purchasing power of the pound for capital 
goods is somewhat higher than suggested by the official rate of exchange 
(2.80 dollars); for Western Germany purchasing power is slightly less than 
indicated by the official rate (0.238 dollars) for equipment, but substantially 
higher for structures. Since 1950 the prices of capital goods have risen by 
approximately one-third in each of the three countries. The current 
purchasing power of the pound in terms of capital goods, very roughly, is 








*** An International Comparison of National Products and the Purchasing Power of 
Currencies ’’, Organization for European Economic Co-operation, Paris. 
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thus 24 dollars of 1950 purchasing power; in other words, the figures given 
in this paper would have to be divided by 24 to obtain estimates in pounds 
of current value. 

The rising trend of investment in the three countries is clearly shown by 
the chart and by Table I. In each country 1956 was a peak peacetime 
year. ‘Taking the period 1924-56 as a whole,* the trends in the United 
Kingdom and Western Germany (the pre-war German figures have been 
adjusted to the present territory of the Federal Republic) are comparable, 
but it is more difficult to generalize about the United States on account 
of the wide cyclical fluctuations. ‘The United States economy is, of course, 
much larger than the two European ones; the present population is about 
170 millions as against 50 millions in Britain and Western Germany. Given, 
too, the much higher standard of living in the United States, we expect the 
American figures to be a multiple of each of the European series. 

The point of interest is of relative gain or loss. In comparison with 


TABLE I 
GROSS FIXED CAPITAL FORMATION IN MANUFACTURING 


($ billions at 1950 prices) 


United Kingdom Western GermanyT United States] 

Year Struc- Equip- Struc- Equip- Struc- Equip- 

tures ment Total tures ment Total tures ment ‘Total 
1924 .. 0.09 0.39 0.48 0.13 0.22 0.35 — — — 
1925 .. 0.10 0.38 0.48 0.17 0.33 0.50 — — — 
1926 .. 0.10 0.43 0.53 0.15 0.28 0.43 ~-- — ~-- 
1927 .. 90.10 0.42 0.52 0.18 0.35 0.53 — — 
as .«. @.82 0.42 0.55 0.20 0.39 0.59 - — — 
1929 .. 0.14 0.46 0.60 0.15 0.29 0.44 3.3 2.8 5.6 
1930 .. 0.13 0.45 0.58 0.12 0.23 0.35 2.3 fae 3.8 
1931 .. 0.10 0.38 0.48 0.07 0.14 0.21 1.0 ca oe 
1932 .. 0.08 0.33 0.41 0.04 0.07 0.11 0.3 0.8 1.1 
1933 .. 0.10 0.33 0.43 0.06 0.10 0.16 0.9 0.8 B®, 
1934 .. 0.14 0.47 0.61 0.10 0.18 0.28 0.9 1.0 1.9 
[ae .. Bee 0.54 0.72 0.16 0.28 0.44 0.7 1.4 a3 
1936 .. 0.22 0.65 0.87 0.21 0.37 0.58 1.1 1.9 3.0 
1937 .. 0.22 0.73 0.95 0.27 0.49 0.76 1.9 Bua 4.1 
wee «.« &.87 0.68 0.85 0.34 0.63 0.97 0.9 1.5 2.4 
. ae -— — 1.26 0.41 0.76 1.17 1.0 1.7 2.7 
1940... — — 1.80 0.42 0.78 1.20 cue , 4.0 
1941... -—— — 2.38 0.44 0.85 1.29 ae 1 oe 5.4 
1942... — — 1.65 0.41 0.88 1.29 1.0 ee Pua 
1943.’ -- — 1.06 0.35 0.75 1.10 0.4 2.2 2.6 
1944... - —- 0.58 0.25 0.54 0.79 0.6 2.8 3.4 
1945... — 0.38 0.06 0.13 0.19 Pe 3.7 5.4 
1946 .. 0.12 0.45 0.57 0.06 G.13 0.19 4.0 4.3 8.3 
47 .. O.af 0.74 1.01 0.08 G.18 0.26 3.0 5.1 8.1 
m6 06C«é‘“‘(.;sC CO 0.89 1.14 0.30 (. 36 0.66 2.4 5.0 7.4 
1949 .. 0.28 1.00 1.28 0.33 0.54 0.97 1.9 3.9 5.8 
1950 .. 0.32 1.15 1.47 0.42 0.78 1.20 7 4.6 6.3 
1951 .. 0.32 1.26 1.58 0.49 0.90 1.39 oe >a 7.4 
wee .. @.a8 uae 1.50 0.52 0.94 1.46 2.2 5.2 7.4 
[ies .. UO. 1.07 1.43 0.60 1.97 1.67 2.2 5.4 7.4 
1954 .. 9.37 1.14 1.51 0.69 1.26 1.95 2.0 4.8 6.8 
i PF, 1.82 0.80 1.55 2.00 ae 4.6 Ton 
1956§ .. 0.70 4.48 0.87 1.70 2.57 2.9 5.8 8.7 


+ Including mining. } Excludes publicly financed capital formation. § Provisional. 
* For the United States rough estimates have been made for 1924-28 to supplement the 
series beginning in 1929. Adjustments for the British figures are explained on page 230. 
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Western Germany, Britain’s volume of industrial investment was about the 
same year by year in the 1920s, but in the 1930s the United Kingdom 
gained a distinct advantage; this reflects the smaller severity of the depression 
here. During the war, Britain’s industrial investment was higher than that 
of Western Germany, and Britain had a running start after the war when 
German recovery was delayed. It was only in 1953 that the curve for 
Western Germany overtook that for Britain; however, for 1953 and 1956, 
though not for 1954 and 1955, the gap can be explained by the inclusion 
of mining in the German figure. Investment activity in British manu- 


TABLE Il 
PURCHASING POWER EQUIVALENTS, 1950 
United States Domestic | Geometric 
Weights Weights Mean 

United Kingdom ($ to the £) 

Equipment (producers’ durables) a“ 2.92 3.30 3.10 

Structures (non-residential construction) 3.39 3.28 | 3.33 
Western Germany ($ to the DM) 

Equipment (producers’ durables) < 0.213 0.226 | 0.219 

Structures (non-residential construction) 0.334 0.380 0.354 


facturing was stationary between 1950 and 1954, whilst in Western Ger- 
many it rose by more than three-fifths. In 1956, however, Britain’s 
expansion was markedly faster than Germany’s. 

American industry, on the other hand, was rapidly gaining over this 
country 1n the 1920s, when its level of investment was eight to nine times 
higher than ours. But then came the heavy American slump in the 1930s, 
and even in the boom year of 1937 American investment was only four 
times the British. After the war the United States had an early start, but 
from 1950 the relative position probably did not change, with total American 
industrial investment four to five times the British. 


11—What Happened in the War 


Before going further we must look carefully at capital formation during 
the war, and especially at the exceptional peak in the United Kingdom in 
1941; the movements in industrial investment in the three countries have 
had an important influence on the post-war capital stock. 

Germany is perhaps the only country for which the wartime social 
accounts were systematically studied, thanks to the authors of the US Air 
Force’s Strategic Bombing Survey. Britain’s statisticians laid the founda- 
tions for new post-war estimates and were too busy to investigate the past. 
However, an important story emerges from the civil series (still incom- 
plete) of the official history of the war, which one day might be pieced 
together. 

In the war years the Treasury spent about £1,000 millions on manu- 
facturing assets;* in to-day’s prices this corresponds to the vast sum of 
{2,500 millions. This is about two-thirds more than estimated investment 
financed from private sources in the period; and in the peak v war years 








°M. M. Postan, “‘ British War Production ’’, History of the Second Vl ‘orld Wa ar, “Table 56, 
p 448 (HMSO, 1952). I am indebted to Professor Postan for his advice on several questions 
treated in this section. 
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1941-43, Government-financed investment was about three times the size 
of private investment. 

About one-quarter of the capital formation financed by the Government 
was for Government-operated factories and another quarter for agency 
factories, that is, factories owned by the Government but operated by 
private firms. ‘The remaining half was for the finance of assets in private 
factories or for extensions to private firms. ‘This took the form either of 
a grant for the private acquisition of assets, or of complete Government 
purchase, with the Government retaining ownership; as the war proceeded, 
the latter form of finance became the far more important one. 

There are difficulties in adjusting Government expenditure from fiscal to 
calendar years, and there were time-lags between the issue of money and 
the creation of assets. For these reasons the timing and magnitude of the 
peak is uncertain, but beyond doubt investment in manufacturing was very 
high, even by our present standards, in the two or three years following 
Dunkirk. This view is confirmed by direct evidence: the output of machine 
tools was very large and was supplemented by an exceptional flow of 
imports from the United States, and the building industry, although much 
reduced in size, concentrated on the construction of capacity for war 
production. ‘There is also indirect evidence of peak investment in manu- 
facturing; in a personal minute, dated August 26, 1941, the Prime Minister 
wrote :* 


I am concerned at the great amount of manpower and raw materials which 
are still being directed to constructional work. 


And he went on to ask: 
Has not the time come to disallow all new projects of factory construction, 
save in very exceptional cases ? Can we justify further expenditure when so 
much existing plant is only half employed ? 
Every evidence points to a sharp concentration in Britain on industrial 
investment in the early years of the war and an equally sharp decline when 
the set targets for capacity were achieved. ‘The comparison with Western 
Germany shown in the chart and table does not indicate relative effort 
from a strategic point of view, since it refers only to part of Germany, and 
since, further, the Germans increased their capacity by territorial expansion. 
For our purpose, the important task is to assess how far capacity created 
during the war is still useful; and here we run into difficulties. ‘The 
popular view, that war factories are shut down and the plant scrapped once 
the war is finished, describes the exception rather than the rule. Surplus 
capacity existed at the end of the war in explosives and shell-filling plant 
and some of the wartime factories were located in, for peacetime, incon- 
venient places. But it is too often forgotten that a good proportion of 
expenditure was not on plants producing finished munitions but on industries 
producing materials or intermediate goods; for instance, the Ministry of 
Supply contributed to the rebuilding of blast furnaces of the Consett Iron 





* Quoted in C. M. Kohan’s ‘‘ Works and Buildings ’’, History of the Second World War, 
pp 100-101 (HMSO, 1952). 
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Company.* The general expansion of the economy since the war naturally 
made possible the utilization of this capacity. Moreover, the shift in the 
structure of the British economy that has been taking place since the end 
of the war is precisely towards industries that were favoured by the war. 
During the war, and largely with Government finance, the whole of the 
shipbuilding industry was modernized and the radio and telecommunications 
industry was greatly expanded. Lastly, the cold war helped to reactivate 
some capacity that would otherwise have had to be abandoned. 
At the end of his story, Professor Postan finds that: 
British industry [was] in a position very different from that in which it had 
begun making munitions in 1935 and 1936. Both its ability to produce for 
the civilian market under peacetime conditions and its capacity for con- 
tinued or resumed output of munitions were much greater than they had 
been ten years previously. In both respects its power of production had 
been transformed by the ten years of rearmament and war.t 
And he goes on to emphasize that: 
A large volume of new industrial capital was created. In the national 
accountancy of the war years Government expenditure on buildings, plant 
and machinery for the munitions industry was lumped together with other 
items of Government expenditure, as if it was as fully ‘‘ consumed ”’ during 
the year as the other war-stores. ‘There was thus nothing in the accounts 
to set off against the running-down of the capital assets of civilian industry, 
and the figure for “‘ disinvestment’, i.e. the net losses in the productive 
capital of the country, was put very high. Yet investment in the munitions 
industry was bound to add to the country’s capital resources. Most of the 
industrial buildings erected in wartime have since been occupied by post- 
war industries; a very large proportion of the machinery not worn out 
physically at the end of the war . . . found post-war employment.£ 
All in all, for the purpose of the calculations in the next section, I have 
assumed that two-thirds of the capacity financed by the Government during 
the war continued in use after the war, with perhaps a few months’ inter- 
ruption in the transitional period. ‘This proportion is frankly a guess, as 
no detailed inquiry has yet been published on the subject. But in view of 
the argument above, I am sure that the estimate is conservative. Visits to 
any engineering firm bring to notice many items which fall into our class 
the recently burnt Jaguar factory is a conspicuous example—and it is 
more difficult to find reference to scrapped or abandoned plant. 


I1i—Capital Stock Now 


I now come to the main task of this article, the comparison of the stock 
of manufacturing capital in the three countries. Mr Redfern for the United 
Kingdom, Dr Krengel for Western Germany, and Messrs Wooden and 
Wasson for the United States have estimated the net value of capital by the 
perpetual inventory method, an approach pioneered in the United States 
by Dr Raymond Goldsmith. This method is very simple, once the basic 
data are available. Let us assume that an asset lasts 20 years. We then 

*W. Ashworth, *‘ Contracts and Finance’’, History of the Second World War, p 214 
(HMSO, 1953). 


t Op cit, p 384. t Op cit, p 385. 











take the investment of each particular year (in terms of constant prices) 
and write it off at the rate of 5 per cent over the subsequent 20 years. The 
net value of assets in any particular year then consists of investments made 
in that year, plus 95 per cent of the investment of the previous year, plus 
90 per cent of the year before that, and so on. 

I have taken the estimates for the three countries, adjusted them as 
necessary, and expressed them in dollars of 1950 purchasing power, following 
procedures explained in section I above. Some additional estimates have 
had to be made to extend the series backwards, uniformly to 1923, and to 
bring them up to date, and allowances are made for Government-financed 
expenditure during the war. 

The estimates of the net value of assets, which are presented in Table III, 
are a resultant of estimates of the volume of capital formation (shown in 
the chart and in Table I) and of the length of life of assets. However, 
there is little direct evidence about how long different types of assets last 
and each of the authorities quoted has fallen back on conventions ruling in 






































TABLE II 


NET VALUE OF FIXED ASSETS IN MANUFACTURING 
($ billions, 1950 prices) 


United Western United 
End of Year: Kingdom Germany* States 
923 7 gi 7.2 me 38.8 
1930 - so 7.7 : 51.7 
1934 bs vg rm 6.8 45.9 
1938 + ps 9.0 7.9 45.2 
1948 he - 12.3 _-: 70.4 
1956 - - 18.4 16.2 88.0 


* Including mining. 


his country. ‘The British and American estimates are based on lengths of 
life implied in depreciation rates allowed by tax authorities in the two 
countries. For industrial buildings a life of 50 years is assumed in the 
United Kingdom, but only 40 years in the United States.-| Mr Redfern 
classifies plant and machinery into five groups, characterized by lives of 
14 to 45 years. His estimates give an average of over 29 years before the 
war and 28 years after the war. In the United States the average is est- 
mated at 20 years and this figure is applied to all equipment. For motor 
vehicles a life of 10 years is taken in the United Kingdom and 6 years in 
the United States. 

Dr Krengel’s method is cruder in the sense that he applies a single figure 
to all plant and machinery, including motor vehicles. On the other hand, 
he allows for a substantial change in this average durability over the years; 
whereas at the beginning of the period shown in Table III the assumed life 
is 33 years, at the end it is reduced to 20 years. For industrial buildings 
he takes a life of 50 years throughout. 

The estimates in Table III are thus subject to serious qualification. ‘The 
figures give a true picture only if in each country (1) the assumed lengths 


+ I give here for the United States Dr Goldsmith’s figures, believing that the Department 
of Commerce, which does not give the information, used the same. 


226 















ve 








of life are correct, and (2) the value of assets falls by equal amounts annually 
throughout their life. Now the estimate for the replacement cost of manu- 
facturing assets in this country, which I gave to the Royal Statistical Society 
in November, 1956,* appears to be about 40 per cent higher than the one 
obtained for the latest years by the method outlined here. The reason is 
that assets last longer than implied in depreciation rates prescribed by the 
Inland Revenue, and also that the figures of capital formation for earlier 
years were probably defective. A similar check by direct inquiry addressed 
to industry is not available for the other two countries, but it would not 
be surprising to find that the estimates are also on the low side there. The 
assumption of a relatively short life for recently installed assets in Western 
Germany is one that is particularly open to question. 

The estimate of war damage and post-war dismantling, too, is especially 
dificult in Germany, and Dr Krengel, steering between well-publicized 
extremes, puts the figure as equivalent to nearly one-third of the 1938 
stock of assets. But even so, allowing for the relatively heavy investment 


TABLE IV 
OUTPUT AND EMPLOYMENT IN MANUFACTURING 
United Kingdom Western Germanyt United States 
Year EMPLOY- EMPLOY- EMPLOY- 
OuTPUT MENT OuTPUT MENT OuTputT MENT 
$ billions millions $ billions millions $ billions millions 
1929 = ae 8.0 6.0 6.8 3.9 40.2 10.6 
Highest pre-war] 11.7 7.0 8.5 4.5 41.6 10.9 
1948 - ae 15.4 Ven 3.98 3.9 71.8 15.4 
1956 aa ” 18.9 8.3 15.7 7.0 100.5 16.9 


Note—Output (net value) is given in billion dollars of 1950 purchasing power. 
+ Including mining. f{ 1937 for United Kingdom and United States, 1938 for Western 
Germany. § Mid-1948 level. 


in the early war years, the figure for 1948 shows only a slight decline, and 
this on the assumption that the rate of scrapping was normal; in fact, in 
view of the war damage, scrapping was probably postponed and the 1948 
stock was probably higher than that of 1938. 

In the United Kingdom, war damage was of the order of only 5 per cent 
of the 1938 stock of assets. Here, on the other hand, the problem is to 
include Government-financed assets that continued in use after the war. 
If the estimate for such assets given at the end of the previous section is 
accepted, and if these assets are written off at the usual rate, their net value 
could have been £950 millions at the end of 1948, and £1,050 millions at 
the end of 1956, both figures in current prices. Perhaps half of the latest 
figure represents factories operated by the Government or owned by the 
Government but leased to industry. The other halt probably represents 
the present economic value of assets belonging to private industry. Mr 
Redfern’s original estimate omitted Government factories built during the 
war and now leased to industry, and also omitted the subsidy element in 
the privately-owned assets. 


*** Replacement Cost of Fixed Assets in British Manufacturing Industry in 1955”’, 
Journal of the Royal Statistical Society, Series A, 1957. 
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There are several reasons for the high subsidy element, which may 
perhaps be of the order of £400-500 millions in terms of the present value 
of manufacturing assets. In the first place, the Government subsidized 
many investments directly, on the assumption that the part paid for by the 
subsidy would be useless after the war. This appears to have been based 
on the belief that activity would return to what was considered normal 
before the war, and that prices would fall back to pre-war levels. In the 
event, the continued economic expansion, and the continued rise in prices, 
helped industry to avoid the expected losses. ‘The surplus Government 
assets, also, can in retrospect be seen to have been sold to industry cheaply. 
This was partly because a return to ‘‘ normalcy ”’ was still expected in the 
early months after the war, partly because dislocations and the simultaneous 
emergence of large amounts of assets having to be sold made for a buyer’s 
market, but also because of the special bargaining strength of the buyers. 
In all capital assistance schemes the Government undertook to give to the 
company operating the plant first refusal to purchase at prices considered 
reasonable as between a willing seller and a willing buyer.* But in view 
of the heavy costs of installation and dismantling of plant the operating 
company had a unique advantage as a buyer. 

All in all, the additions to the estimates of industrial capital stock to take 
account of wartime factories operated by or leased from the Government 
and the subsidy element together lift the 1956 figure for the United King- 
dom by 13-14 per cent. For the United States the additions for similar 
items have been estimated by the Department of Commerce; their present 
value, in spite of more rapid writing off, would still be about $15 billions, 
representing an addition to the 1956 net value of assets of 14-15 per cent. 


¢é 


IV—Some Surprising Conclusions 


It is now possible to attempt the critical international comparison. 
According to the table, the net value of assets rose between 1948 and 1956 
by 25 per cent in the United States, 50 per cent in the United Kingdom 
and as much as 110 per cent in Western Germany. But the striking fact 
is that these differences were no more than just about enough to offset the 
different fortunes of the three countries in the war decade. If the com- 
parison is made between 1956 and 1938 the relative position of the three 
countries appears virtually unchanged: in each the net value of assets has 
more or less doubled. A similar movement is apparent if the comparison 
is made with 1923—that is over a third of a century. ‘To-day the net value 
of assets is two and a half times its former level and, if anything, it rose 
more in this country than in the other two. The figures, as explained, are 
uncertain, but they offer no prima facie evidence that the relative position 
of the United Kingdom has deteriorated. 

Indeed, this conclusion is strengthened if the growth of capital is related, 
as it should be, to the labour force. ‘There are in this respect important 
differences between the three countries: the population of the United States 


* For specimen contracts, see for example Ashworth, op cit, p 283. 
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is still expanding and in Western Germany there has been a huge influx of 
refugees. Other things being equal, one would therefore assume that there 
was a smaller proportionate need to create capital in this country. 

Compared with the peak pre-war year, as shown in Table IV, employment 
in manufacturing in Britain in 1956 had increased by 20 per cent, but in 
Western Germany and in the United States by 55 per cent. Hence, as can 
be seen from Table V, capital per worker (as here measured) has increased 
by 25 per cent in the United States, 30 per cent in Western Germany, but 
by as much as 70 per cent in this country. 

In the last eight years, since 1948, one million additional jobs were created 
in British manufacturing, one and a half millions in the United States and 
three millions in Western Germany. If we deduct from the 1956 value of 
assets in each country a proportionate share for the additional workers, the 
proportion of the total increment of capital between 1948 and 1956 available 


TABLE V 


OUTPUT PER HEAD, CAPITAL PER HEAD AND THE CAPITAL-OUTPUT 


RATIO IN MANUFACTURING 
CAPITAL-OUTPUT 


OuTPUT PER HEAD CAPITAL PER HEAD RATIO 
Year United Western United Western United Western 
King- Ger- United’ King- Ger- United  King- Ger- United 
dom many _ States dom many States dom many States 
$ $ $ $ $ $ 
1929 .. 1,300 1,700 3,800 1,300 1,900 4,900 1.0 1.1 Pin 
1937-38 1,700 1,900 3,800 1,300 1,800 4,200 0.8 0.9 os 
1948 .. 2,100 soot 4.700 1,700 2,000 4,600 0.8 a 1.0 
1956 .. 2,300 2,200 5,950 2,200 2,300 5,200 1.0 1.0 0.9 


Note—Output per head and capital per head is given in dollars of 1950 purchasing power. 


for giving more capital per head to the existing labour force appears to 
have been 65 per cent in this country, 55 per cent in the United States, and 
15-20 per cent in Western Germany. Capital per worker increased by 
$300 of 1950 purchasing power in Western Germany, by $500 in the 
United Kingdom, and by $600 in the United States. We have thus gained 
on Germany in both absolute and relative terms, and gained on the United 
States in relative but not in absolute terms. 

What was the result of these changes in capital and manpower on output ? 
According to ‘Table [V, the increase in manufacturing output over the peak 
pre-war year was 60 per cent in the United Kingdom, 80 per cent in 
Western Germany, and 140 per cent in the United States. The corre- 
sponding increases in output per head, shown in Table V, are 35 per cent 
for this country, 15 per cent for Western Germany, and 55 per cent for the 
United States. 

Compared with Western Germany, we thus had a greater proportionate 
increase in capital per worker and also a greater increase in output per 
worker. The United States, however, had the smallest proportionate 
increase in capital per head and the greatest in output per head. As the 
1930s were years of stagnation in the United States, it is perhaps not fair 
to make the comparison with 1937; compared with 1929, output per head 
rose relatively most in Britain. But it is also possible that the Americans 
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make better use of capital. ‘The figures in Table V, in so far as such 
broad ratios can be trusted, suggest that the amount of capital needed for 
a given output has been falling since 1929 in the United States but not in 
the other two countries. 

In fact a remarkable phenomenon is noticeable: the ratio of capital to 
output is to-day, on the basis of the calculations given here, about the 
same in the United States as in the United Kingdom or Western Germany. 
Both capital per worker and output per worker are two to two and a half 
times higher in the United States than in the two European countries. 

But while, on the evidence shown here, our industrial capital has increased 
sufhciently to keep pace with that of Germany and the United States, there 
are no grounds for complacency. Our relatively favourable position is to 
some extent due not to our own efforts but to events abroad which may 
not repeat themselves: the deep slump in the 1930s in America and Ger- 
many, and the exceptional war damage in Germany. It is especially dis- 
turbing to note, looking at the chart, the stagnation of British investment 
in 1951-54. In contrast, the German economy has forged ahead steadily 
year by year since the end of the war. 

To achieve progress it is not enough to maintain the high level of capital 
formation attained by British industry in 1956. ‘The other countries are 
going ahead and we can keep our position in the race only by continuing 
the upward trend in the volume of annual investment. But even if we do 
so, we would be far from reaching the American levels of capital and output 
per worker. We can, if we go on as in the last two years, reach the present 
American levels of capital or output per head in twenty-five years—but not 
the levels which the Americans are likely to have in 1982. 


BASIS OF THE FIGURES 


The sources for Western Germany and the United States are given in the text. 

The series for the United Kingdom is based for the years since 1948 on the 
Blue Books on national income. For the pre-war years Mr Redfern made 
estimates based on the output of capital goods. However, he grouped manu- 
facturing with mining (other than coal mining), building, road transport and 
distribution. ‘To obtain manufacturing only, I have taken 25 per cent of his 
estimates for investment in vehicles, 80 per cent for plant and machinery, and 
95 per cent for industrial buildings. ‘The last percentage was somewhat over- 
stated in order to allow for the commercial buildings of manufacturing firms. 

For the years 1939 to 1947 Mr Redfern’s estimates are based on income-tax 
depreciation rates and on statistics of factory buildings, from which he obtained 
a total of privately financed investment. This, of course, allows for expenditure 
by industry on surplus Government assets. Mr Redfern’s estimates were adjusted 
to exclude other than manufacturing industry and were then supplemented by an 
estimate of Government expenditure on manufacturing assets, other than expendi- 
ture already included. 

For the war years 1939 to 1945, I have included Government expenditure, as 
explained in the text, but allowed for duplication with Mr Redfern’s figures 
(which take in 12 per cent of Government capital outlays). The estimates for 
1946 and 1947 are artificially swollen by private expenditure on surplus Govern- 
ment assets, which I was unable to deduct. However, the estimates of invest- 
ment originally financed from private sources are thought by some authorities to 
be on the low side, and the two errors tend to cancel out. 
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As I See lt... 


By SIR OSCAR HOBSON 


























What Sort of Showdown ? 


HE event which one has feared for so long could not be avoided 

—yet at optimistic moments hoped would be—has come to pass, 

the ‘‘ showdown ”’ between labour and management. As I write, 

the shipyard strike is in full swing, the engineers have decided to 
come out and, after arguing whether they should come out in relays or all 
together, have decided to do both in succession, the railwaymen have 
thrown over the wages tribunal’s award of 3 per cent and are threatening 
to come out too. 

That was my first draft of the opening sentences of this article. It, and 
most of what followed, was out of date before it was in type. At this 
precise moment the appropriate commentary on the situation might well be 
“'That’s a showdown—that was”. But even that is not certain in view of 
the latest developments. 

All that does seem certain is that the unbelievable has come true and that 
the Macmillan Government, after so often swearing that it ne’er inflate, is 
plunging deep into a new inflation. The author of the “ price plateau ” 
has wrecked it with his own hand, perhaps overcome by another guilt 
complex about unemployment on the Tyne in the nineteen-thirties—unless 
he, too, can plead a Caribbean alibi. ‘The Government pledged to defend 
sterling to the uttermost has caved in miserably and is putting the pound 
again in grave jeopardy. 

Is this extravagant language ? I wish I could think so. But consider 
what has happened. The bankrupt British Transport Commission within 
two days of the wages tribunal’s award of a 3 per cent advance (and its 
immediate rejection as “‘ an insult ”’ by the NUR) rushes in with a “‘generous”’ 
offer of 5 per cent which is accepted. It is easy to be generous at some- 
body else’s expense. ‘The BTC, and the unnamed ministers who must have 
backed the offer, are being generous—or profligate—at the expense of the 
taxpayer, since there can no longer even be the pretence that the Com- 
mission can foot the £14 millions bill out of its own funds. They are 
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being generous, apparently, without even the formality of getting the 
sanction of Parliament to the expenditure. 

But that is the least part of the matter. The important, and serious, 
thing is that once again the managers of a nationalized industry have yielded 
to the threat of a strike by their workers, have conceded a quite unneces- 
sarily large advance in pay and have, thereby, set a standard which the 
remainder of industry finds itself compelled to follow. 

This inevitably is what is going to happen again. As I write it is 
announced that the negotiations in which the Minister of Labour had 
persuaded the shipbuilding employers to enter have broken down and that 
a Court of Inquiry into the industry is to be set up. But, meanwhile, the 
employers, following the railway settlement, had agreed to an advance of 
5 per cent. It is, therefore, not to be doubted that the settlement, when it 
comes, will be one which will provide for an advance of the order of 5 per cent, 
which will saddle the industry with a serious addition to its costs. One can 
only hope that the employers will secure in return an effective guarantee 
of increased productivity, through amendment of the ‘* demarcation ”’ 
procedure and an abatement of restrictionist practices generally. But past 
experience, unfortunately, does not encourage optimism in this regard. 
Cash against documents is a sound commercial procedure but not in the 
field of labour relations where the “documents” are usually ignored or 
repudiated once the cash has been handed over. 

In such circumstances it seems to me deplorable that successive Ministers 
of Labour should deem it their duty, without counting the ultimate price, 
to dragoon employers into yielding to excessive wage demands. 

I know that it is fashionable nowadays to blame management for all the 
troubles of the factory floor. Exactly where the fault on the employers’ 
side lay in this particular dispute it would be difficult to say, unless indeed 
one subscribes to an inverted Mosaic doctrine and is prepared to blame the 
shipbuilding employers for the sins of their fathers and grandfathers. 

The men had had a substantial advance a year ago, which put them well 
ahead of the cost of living. ‘That rise had led to sharp reductions of profit 
margins, and though the volume of orders on hand in the shipbuilding 
industry and many sections of the engineering industry is large, any attempt 
to raise selling prices would be highly dangerous. It is often argued that 
British industry is still competitive in price and that it is only on delivery 
periods that it compares unfavourably with continental or Japanese manu- 
facturers. ‘The antithesis is an unreal one. If a British shipyard takes a 
year longer than a German one to deliver a vessel, the owner loses a year’s 
profit on it and can afford to pay a higher price to the German yard. 

I can see no good, therefore, coming out of the present situation. I am 
not saying that a quick plunge into a new balance of payments deficit 1s 
inevitable or even probable. With the Suez trouble over we can reasonably 
look for some recovery of production and of productivity which may help 
us to keep our end up for the time being. What I fear is an indefinite 
continuance of the sort of existence at the margin we have been living since 
the end of the war—existence sometimes within our means, sometimes 
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outside them, but never able to accumulate reserves, whether monetary or 
material or moral. 

And what course is the Government, having got us into this new trouble, 
to pursue now? Obviously there can be no thought of credit relaxation. 
And obviously, the Chancellor should consider very carefully what is likely 
to be the effect of the wage advances upon consumer demand and whether 
he dare add to it by tax concessions. A good many people, including 
myself, have been thinking in terms of a budget which would combine a 
limited measure of fiscal reform with limited reliefs, at a cost in loss of 
revenue of up to, say, £100 millions. But the difference between a 3 per 
cent all-round increase in wages and the 5 per cent increase we have now 
to be prepared for is £150 millions, or more if it spreads to salaries, as to 
some extent it must. I don’t see how any reduction in current tax revenue 
can now be safe and I think the Chancellor ought to concentrate on the 
very necessary and, indeed, urgent reforms in our tax structure which will 
only begin to affect the revenue next year. 


No Planner of the Plans 


‘The dominant feature of the post-war years has been the continued 
overloading of our resources resulting in inflation and recurring balance of 
payments crises’’. ‘Thus spake Sir Graham Hayman, President of the 
Federation.of British Industries, at Birmingham last month. It is a state- 
ment with which we can all agree. Indeed, it is one of the commonplaces 
of market chatter. But Sir Graham went on to say that there must be 
some priority among the many desirable objects of public expenditure since 
we could not afford them all at once and that “ the first priority must be 
productive—truly productive—investment ”’. 

In the light of the ever-extending scope of what are deemed to be 
‘“ desirable objects of public expenditure ’’, it is worth pursuing this thought 
a little. Sir Graham referred to the heavy demands that expenditure on 
nuclear power stations would impose upon the economy and showed some 
concern lest they might entrench on the legitimate demands of industrial 
investment. I think that his concern is justified. 

The table overleaf shows the proposed capital expenditure over the 
next ten years of the nationalized industries. As will be seen, this pro- 
gramme requires an expenditure of just on £600 millions a year for the 
four public services alone. This represents an increase of £170 millions on 
the actual fixed capital formation of these services in 1955 and it is equivalent 
to well over one-quarter of total fixed capital formation in that year, exclusive 
of housing. ‘The atomic programme alone calls for an expenditure of some 
{70-80 millions a year more than would be incurred if we were content to 
put up conventional generating plants of the same capacity. 

This little list, moreover, does not cover the whole area of public sector 
activity. There are the roads, for example, the notoriously necessary 
improvement and extension of which will call for an expenditure of large 
sums over the next ten years, which can only be forgone at the risk of 
gumming up the whole transport system of the country. Nor is the area 
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self-contained. The nuclear stations will call for a lot more steel than the 
equivalent conventional stations would. We are told that the provision of 
the new steel capacity will cost £100 millions a year, which is considerably 
more than the cost of the previous post-war expansion schemes. And the 
atomic “ groups’ which are to manufacture the atomic stations—they, too, 
must put down much costly new plant. 

There are snowball potentialities about this grandiose nuclear project 
that are more than a little frightening. It will, indeed, pose problems of 
‘‘ priorities ’’, of co-ordination or dovetailing, that will test the powers of 
the relevant authorities to the uttermost. One wonders how far that fact 
is being appreciated. What steps are being taken to ensure that the various 
projects are “ truly productive’”’? Is there any “ high-up ”’ in the adminis- 


FIXED CAPITAL FORMATION 


(£ millions) 





Proposed Annual 
1955 ‘Total Average 
1956-65 1956-65 
Electricity authorities - at 213 2,900 322 
(of which atomic) - Si (—) (900) (100) 
Coal ay ba sis - 82 1,000 100 
Railways .. nh ” ba 74 1,240 124 
Gas =“ Bt - ‘a 57 500* 50* 
426 5,640 596 





Total fixed investment, excluding 
housing .. 5 Y a. dhe — — 


* L'nofficial estimate. 


tration who is in a position to sit down quietly and consider whether a 
marginal £100 millions can be more “ productively ’’ spent on, say, the 
fourth atomic station or on the electrification of the railway from London 
to Birmingham ? I am sure that there is not. But I am equally sure that 
unless this problem of co-ordination is tackled betimes, we shall run into 
bad trouble long before 1965 arrives. In this great and expanding “ public 
sector’ the writ of the interest rate and the new issue market does not 
run. Yet so far we have devised no satisfactory substitute for them. 

Truly this “ overloading of our resources ”’ seems all but certain to con- 
tinue indefinitely. It must be remembered, too, that the fortifying of the 
balance of payments surplus to the extent of a further £200 millions or so, 
and then maintaining it around this target level, is a scarcely less pressing 
need than the extension of our power and transport systems. 

What possibilities of saving resources are there that could make this 
rising pressure tolerable? Consumption? Not in the present temper of 
our people. Housing, on which we have been spending £600 millions a 
year? A little possibly, when the Rent Bill at last gets on the statute book 
and becomes effective. But if slum clearance is to be proceeded with 
rigorously, not, I imagine, very much. 

If the basic problem of co-ordination is not thought out in good time, 
the harm that results will not stop at inadequacy of resources. There is 
bound to be wasteful use of the available resources as well. 
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New Drive tor 
Latin America 


ATIN America, the market in which Britain has lost most ground 
since pre-war years, has recently been earmarked in official circles in 
Britain for a special new export effort. This move has been prompted 
by some significant changes in the long-term prospect, which for 

years has been exceptionally bleak. In 1937, Britain supplied 13 per cent of 
the total imports of the twenty republics; in 1952 its proportion was 7 per 
cent, and in the three subsequent years it fell to 5 per cent. Last year there 
was probably a slight upturn; the value of Britain’s exports to the area rose 
by £20 millions to £136 millions. But this was still well below the post-war 
peak of £163 millions reached in 1951, and represented a bare 4} per cent of 
Britain’s total exports. Britain’s five best customers last year each took more 
than the twenty Latin American countries together. 

The poor performance of British exporters in this continent is attributable 
largely to factors outside their control—above all, to the wave of economic 
nationalism, reflected in the erection of a stifling network of bilateral restric- 
tions and in the pursuit of domestic policies that have upset both the internal 
and external equilibrium of the economies. This trend was most marked in 
Britain’s two largest traditional markets, Argentina and Brazil; it existed also 
in a number of other countries*, but it was not universal. In particular, it 
was absent in the rapidly growing market of Venezuela. It is a praiseworthy 
reflection on British exporters that Venezuela, the most competitive market 
in Latin America, is also the one market in which Britain has maintained its 
proportionate place since before the war (supplying about 9 per cent of the 
country’s imports). In volume, British exports to this abounding dollar 
market have been rising remarkably; since 1953 Venezuela has been Britain’s 
largest single market in Latin America, and in 1956, with a dramatic leap of 
40 per cent to £33.3 millions, the country took more British goods than 
Brazil and Argentina together. 

Hitherto, Britain’s Venezuelan achievement has been the outstanding 
exception to experience in Latin America; recently however there have been 
a number of indications that the general tide for Britain in Latin America 
could be on the turn. The underlying ground for optimism is a general move 











* See ‘‘ Latin American Currency Practices’’ by J. C. Hunt, in the February, 1956, issue 
of The Banker. 
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away from bilateralism—comprising in Argentina part of a wider programme 
to free the economy from the ruinous strait-jacket imposed on it by the 
Peron regime. Last year, as has been noted, Britain’s trade with Latin 
American countries did well. The new moves towards economic freedom 
were not everywhere marked by an increase in purchases from Britain—in 
Argentina British exports fell sharply, to a value actually below that of 1937. 
But here especially the fundamental reforms are still in their early stages; the 
encouraging factor is the new trend towards freedom, which has given solid 
grounds for a new drive to recapture markets that until recently had little 
attraction to either individual exporters or to the authorities. 

Britain’s response to the new prospect has been rapid. Among its most 
impressive facets is the recent appointment of Sir George Bolton, formerly 
an executive director of the Bank of England, to be a director and chairman- 
designate of the Bank of London and South America. ‘To those who know 
Sir George and appreciate his forceful and dynamic qualities, his release 
from executive duties at the Bank of England—of which he remains an 
ordinary director—to take up this appointment is an impressive measure of 
the earnestness with which the authorities view the task of injecting renewed 
vigour into trade with Latin America. 

But this switch should in no way be regarded as an endorsement of the 
long heard plea from Sir Francis Glyn, chairman of the Bank of London and 
South America since 1948 who last month announced his intention “‘in due 
course”’ to give way to Sir George, for a new institution to provide medium- 
term credits for exporters. Sir Francis this year contents himself with the 
proposal that such finance should be supplemented from the resources of the 
‘institutions’, and that the necessary machinery should be created to direct 
the funds into the appropriate channels. The view of the Bank of England 
apparently remains that existing facilities are adequate—though this does not 
mean that the Bank is not occasionally disturbed by the volume and terms 
of finance granted by the special institutions of competitors, in particular of 
the United States. But, for reasons touched on below, it is satisfied that 
the answer is not emulation. 

It would be wrong to suggest that the big losses suffered by Britain in Latin 
American markets in the past two decades have been attributable wholly to 
bilateralism. A very important factor has been the increasing influence— 
social, economic and financial—of the United States, particularly in Argentina 
and Brazil, the countries traditionally most closely tied to Europe. Here 
not only Britain but the Continental countries too have lost ground to the 
United States. ‘Thus Germany made great strides in Brazil in the early 
fifties—but it does not appear to have regained the volume of trade 
achieved before the war. 

Nonetheless it does appear to have been the case that the adverse trend was 
intensified for Britain by the retreat from simple and multilateral trading. 
Sterling as a world currency inevitably suffers from restrictive agreements; 
and the British, whether as traders or bureaucrats, are bad bilateralists. The 
lubricants that make most bilateral agreements work are the deals “on the 
side’, the more or less tolerated free markets, whether in commodities or 
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exchange, that tend to accompany any attempt to set the pattern of commercial 
and financial transactions between any two countries within a rigid mould of 
bilateral equilibrium. Either the British traders and bankers are insufh- 
ciently expert in the arts of the grey and black markets, or British officials are 
too expert in their technique of repression; for whatever reason, Britain has 
never contrived to wring the maximum advantage from bilateral agreements. 
Correspondingly, it gains from a move to greater trading freedom. 


Retreat from Bilateralism 


This has been particularly evident in the recent experience in trade with 
Brazil. ‘The first significant move in Latin America to a more multilateral 
system was the establishment in 1955 of the Hague Club—an “ area of 
limited convertibility’ in the trade of certain European countries with 
Brazil. ‘The original participating countries were the United Kingdom, the 
Netherlands and Germany, and they were later joined by Belgium, Italy, 
France and Austria. The way is now open for a further expansion of the 
club. At a meeting held in Rio last October it was agreed among the par- 
ticipating countries that the system had decided advantages over bilateral 
trading and that it should be expanded by including other countries, par- 
ticularly those in the European Payments Union, that could comply with the 
conditions of membership—that is, permit the effective convertibility of 
their currencies for current transactions into those of the other members. 
The mechanism is that the exchange of participating members sold at Brazil’s 
regular currency auctions is available for use in any part of the ‘‘area of 
limited convertibility’. 

The results of the new arrangement have been dramatic. ‘The former 
combination of bilateral trade agreements and differential exchange rates 
was worked by Germany to its advantage and Britain’s loss. ‘To reduce its 
holding of blocked cruzeiros representing arrears of commercial debts, 
Germany permitted the sale of such balances at substantial discounts; and 
the cruzeiros thus acquired could be used only for imports into Germany. 
Hence cotton, coffee and other products destined for Britain were financed 
through D-marks, and Brazil’s earnings of sterling—which then strictly 
governed its payments in sterling—-were depleted correspondingly. ‘They 
were in fact barely sufficient to meet essential needs for purchases of sterling 
oil and for the agreed annual payments discharging the debt arrears incurred 
in 1951-52. In 1955 Britain’s exports to Brazil amounted to the pitiable 
total of £6.6 millions—less than one eighth of the post-war peak (sold, not 
paid for) reached in 1951 and 1952. Meanwhile Germany’s exports to Brazil, 
although also hit by overselling—in the wake of Britain’s withdrawal—still 
reached {26 millions. But in 1956, although Brazil’s total imports fell, 
imports from Britain more than doubled, to £15.1 millions—equal to just 
over one half of imports from Germany. 

No comparable benefit, as has been noted, can yet be seen from the similar 
exchange freeing made a year later by Argentina. After the fall of Peron in 
late 1955, Argentina quickly adopted a simpler and somewhat more realistic 
structure of exchange rates, and last summer it followed Brazil’s defection 
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from the bloc of bilateralism. Following the recommendations of the 
Prebisch report* talks on the desirability of revising bilateral agreements 
and making arrangements to settle outstanding commercial arrears were held 
with a number of European countries in Paris. These led to agreement on a 
funding of the debt and to the creation of a new multilateral payments 
system, known as the Paris Club, covering all trade and payments between 
Argentina on the one hand and on the other the United Kingdom, Austria, 
the three Benelux countries, Denmark, France, Norway, Sweden and 
Switzerland. The entrance of Germany and Italy to the scheme was delayed 
by special difficulties connected with the large amounts owing to these 
two countries by Argentina; and while Italy, together with Japan, has now 
joined the scheme, Germany is apparently securing substantial repayments 
of its debts on a bilateral basis. 


Chile Follows the Book 


Although the other three Latin American countries in the former bilateral 
group, namely, Chile, Uruguay, and Paraguay, have not launched themselves 
into any new multilateral payments system, the first two are achieving 
comparable results by reducing the number of their bilateral agreements and 
by adopting new exchange systems that involve the use of transferable 
sterling and similar facilities provided by the major Continental currencies. 
Uruguay has abolished quotas on some of the most important categories of 
imports; and one of the most interesting of recent economic reforms in Latin 
America has been undertaken in Chile. Chile last year entrusted the task of 
preparing a scheme of wholesale reform to a private firm of United States 
consultants—Messrs Klein-Shaks, who seven years earlier had performed 
the same feat for Peru. In both cases, moreover, the firm recommended 
liberal measures of textbook orthodoxy. The question that this procedure 
immediately raises—the ability of private consultants to deal with the inevit- 
able political and social problems involved in any scheme of monetary and 
economic reform—was duly raised, and answered. In Chile last year there 
was a general strike protesting against the decision to limit the increase in 
wages and salaries to a mere 46.5 per cent in 1956, or half the 93 per cent 
rise in the cost of living registered since the beginning of 1955—but the 
Government stood firm and won the day. 

In the exchange reform, import licensing was abolished; certain imports 
were banned but others may be obtained without restriction through the 
newly established free exchange market—where the flexible rate may be 
(but so far does not appear to have been) supported from an official sta} iliza- 
tion fund of US $75 millions, created with the aid of the International 
Monetary Fund, the US Treasury and a group of United States banks. 
Britain’s performance in the freely competitive market has so far been 
disappointing: exports last year rose only from {4.4 to £5.2 millions. Results 
cannot be expected too early—though in Peru they were dramatic, British 
exports rising from £4.3 millions in 1949 to £10.5 millions in 1950, the first 
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* See ‘‘ Argentina’s New Hope’”’ in the December, 1955, issue of The Banker. 
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year of freedom. Last year Britain’s exports to Peru reached £14.0 millions, 
only a little less than those to Argentina and Brazil. 

The most important adjunct to the basic considerations of price, quality, 
delivery dates and salesmanship, in an export drive into Latin America is the 
degree to which it can be powered by an appropriate extension of commercial 
credit and longer term capital. In the provision of genuine export credits— 
in contrast with long-term investment of flight capital from Europe mas- 
querading as commercial credit, such as has recently been seen from France— 
the British trader has very little of which to complain. The commercial 
banks are prepared to lend on normal documentary credit terms; the accept- 
ance houses have re-established their lines of credit to Latin America; and 
the Government’s Export Credits Guarantee Department has stretched to 
the limits of due commercial caution the lines of credit it is prepared to 
underwrite against political risks and insolvency—the latest improvement in 
facilities is reported in a note on page 213. The familiar accusation that 
British exporters competing for the Latin American market are fighting with 
the credit terms loaded against them is rarely true. It is certainly not true 
in the context of competition from Germany, where the recent tendency has 
been for export credits to be circumscribed rather than extended. 


Compete with Dollar Capital ? 


Where credit competition has been keenly felt is in the formidable flow of 
credits from the US Government’s Export-Import Bank; and nearly half 
these credits go to Latin American countries. Last year these received no 
less than $410 millions from Ex-im; of this over $150 millions went to Brazil 
and $100 millions to Argentina (which is believed to have requested ten 
times that amount). The general purpose loans from Ex-im are inevitably 
of considerably longer term than normal export credits; they are in fact 
comparable to, and take the place of, the traditional loans for general economic 
development raised by Latin American countries on the London market. 
Indirectly, therefore, they may eventually be beneficial to British firms. The 
loans made by the World Bank—which in the past few years have been 
mainly to the smaller countries of Latin America, though a Bank mission is 
now in Argentina considering a request—have given some immediate scope 
to British firms. But in general there still seems to be some bias, or rather 
tendency, in favour of American goods, if only because the bulk of the Bank’s 
technicians are American and naturally have closer experience of the equip- 
ment of their own country. 

The prospect of increasing the flow of capital from Britain depends here, 
as at every point of foreign investment, on the achievement of a larger current 
surplus. It is in no way limited by lack of appropriate institutions or channels 
of finance. Last year a City group headed by Baring Bros. extended a credit 
of upwards of £20 millions to Argentina for the purchase of British capital 
goods and equipment; it seems that there have not yet been any drawings 
on this credit. 

The sphere in which Britain has been lagging ominously in Latin America 
behind not only the United States but also Germany is that of direct invest- 
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ment. Britain’s competitors have been particularly active in Brazil, which is 
now doing its best to provide a climate favourable to foreign investment. 
American and German capital has allied itself to local enterprises to create 
new industries. Firms such as General Motors, Willys Overland, Fords and 
Mercedes Benz, have ventured into this field—the last named despite the pain- 
ful experience suffered in Argentina, where its substantial investments made 
under the Peron regime were compulsorily taken over by the new Govern- 
ment. Where the import of capital takes this form it automatically brings 
with it the equipment, the technical experts and, over the subsequent years, 
the repeat orders for the goods from the capital exporting country. As Sir 
Francis Glyn concludes in his annual report, ‘“‘only the smaller and less 
developed countries still offer market prospects of any importance for the 
export of the more conventional consumer goods’’—whilst the demand for 
capital goods is “‘apparently unlimited”’. 

Direct investment, moreover, is the best hedge against the perennial 
dangers in these countries of inflation and import restrictions. When Lord 
Kindersley, who with Sir George Bolton sits on the boards of both the Bank 
of England and the Bank of London, recently visited Brazil he expressed the 
belief that ‘“‘the best way to encourage foreign investment in Brazilian industry 
is by associating it with local capital . . . Brazil should not look for foreign 
loans, but instead import know-how, technique, machinery’’. It is by follow- 
ing this advice as well as by encouraging the further extension of multilateral 
systems of trade and payments that Britain will best regain some of its lost 
share in the new-style trade of Latin America. 


An Artist’s Sketchbook: No. 41 


BRITISH BANKS IN TOWN AND COUNTRY 


National Provincial Bank, Osterley 


ENERALLY speaking, the architecture of the Great West Road 
and the approaches to London Airport is not elegant. Even to one 
constitutionally averse to planning, in the unpleasant sense we 
nowadays attach to the word, the rash of ill-adjusted buildings is a frightful 
monument to the thoughtlessness of unchecked ribbon development. It is 
the result of the beggar-my-neighbour attitude in building—you pay your 
money and with your choice despoil your neighbour’s. And some of the 
choices are depressing beyond words. It is the architecture of the urbs 
Londinium, of the modern commuting man whose children with their 
protruding television eyes shall inherit the welfare state. 
In all this sad mess, this branch of the National Provincial Bank stands 
out rather well. Good brickwork is combined with balanced proportions 
preserving shapely traditional qualities, yet in a contemporary manner. 
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Specially drawn for The Banker 
by Geoffrey S. Fletcher 





This is effective even though the building is largely dwarfed by a great 
factory set close to and behind it. It is neither dull in its respect paid to 
traditional feeling nor ostentatiously modern—unlike the jazz architecture 
by which it is surrounded. The central structure, the banking hall, clearly 
proclaims its purpose and is the main feature in the composition. ‘This is 
an example of what the modern bank can be—at least at the stage before 
the “ drive-in ”’ 
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First Step to Electronic 





Banking 





HE possibility of bringing electronic methods and apparatus to 
the aid of banking routine in Britain, which has been in the air 
for these past four or five years, last month moved from the realm 
of speculation to that of anticipation. Fifteen months ago, after 

a long phase of mainly desultory examination, it reached the stage of serious 
and concerted study: the Committee of London Clearing Bankers appointed 
a sub-committee for this purpose and armed it with a three-man working 
party of technical experts. Now, thanks to the efforts of these bodies, it 
has reached the stage of hypothetical decisions sufhciently well defined to 
permit practical exploration in conjunction with the principal manufac- 
turers of electronic equipment. The banks last month issued to manu- 
facturers and cheque-printers a “ preliminary forecast in general terms ”’ of 
the kind of equipment they are likely to require. 

They also marked the occasion by issuing a press communique—in even 
more general terms. ‘To those who know the reticence of the bankers 
(not to mention the difficulties of getting agreement upon common action), 
any joint publicizing of hopes or intentions in such a sphere may be seen 
as a welcome breach in the tradition of hush-hush. But if the bankers 
have moved slowly towards electronics, the studies upon which they are 
now engaged still represent the first major approach in Britain to the use 
of these techniques on any large scale in the realm of commerce. What 
they are doing or hoping to do is of interest to many other types of business, 
as well as to the general public. It isa pity that they did not see fit to organize 
a wider dissemination of information, and much more comprehensive 
information, for the benefit of ail. Here, one would have thought, was 
an opportunity that would have been eagerly seized: for a frank publicizing 
of these pioneering efforts would have been the best possible rejoinder to 
those who in recent years have accused the banks of lagging in the intro- 
duction of the most modern scientific methods and aids to efficiency. 

It should be emphasized at the outset that these studies do not mean 
that electronic banking is already in sight. As the press release pointed 
out, no complete electronic installation adapted to the needs of the banks 
yet exists in this country, and although much of the essential auxiliary 
equipment has already been produced, if only as prototype models, some 
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considerable time must elapse before even a pilot scheme could be put into 
operation. ‘The probable lines of development are, however, now emerging; 
and it is interesting to observe that they broadly conform to those indicated 
in the special series of articles published in The Banker four years ago, 
when many of the technical and organizational problems were discussed in 
more detail than will be attempted here.* 

To apply electronic methods to those routine banking processes that 
offer the most scope for profitable change involves two distinct but inter- 
related objectives: 

(1) To devise electronic methods of sorting (and associated listing and 
totalling) cheques and other vouchers in the clearing process—in the 
clearing houses, in the clearing departments at the several head offices, 
and at large branches. ‘This requires primarily an electronic sorter. 

(2) To develop electronic methods of branch book-keeping, including ledger- 
posting, preparation of customers’ “ statements’’ and totalling of each 
day’s work, and thus involving continuous calculation of the balances on 
accounts and debit and credit totals as well as balances of all items 
handled. This requires primarily a computer, or electronic “ brain”’ 
which will not only add or subtract amounts communicated to it but will 
store all the relevant data (e.g. the balances on individual accounts) in its 
‘“memory ”’ and release particular information as required. 

Progress towards these two broad objectives can proceed separately, and 
need not keep in step. Moreover, it would be practicable for the indi- 
vidual banks to adopt considerably divergent solutions to some of the 
problems raised, and one of the aims of the sub-committee’s approach has 
been to leave them maximum freedom to do so. But if the fullest poten- 
tialities are to be realized in both spheres, there must be uniformity in one 
basic requisite. Before the data can be translated into electronic impulses 
they must be expressed in a code that the apparatus can “read” or 
“accept”; and if the banks are to be able to clear one another’s cheques 
they must adopt the same code. ‘They have now made their first tentative 
choice from the several alternatives. It is this basic decision, almost the 
only one taken as yet, that has made it possible for more detailed and prac- 
tical studies to proceed. 

For the benefit of readers unfamiliar with bank organization, it seems 
desirable to sketch the possibilities first in the context of a brief outline of 
the salient facts of banking routine—a preliminary exercise that may also 
help many in the banks who have not already reflected on these problems. 
The heart and centre of the banking system is the cheque. As has so often 
been recalled in the course of the endorsement controversy, many hundreds 
of millions of cheques are drawn in a year, and the banking machine 1s 
primarily occupied with their handling. ‘The simplest cheque movement 
occurs when a customer draws cash from the office that keeps his account: 
the cheque then does not leave the branch at which it is cashed. The 
cheque drawn on X branch of a bank and paid in at Y branch of the same 
bank represents the next stage of difficulty: it leaves the branch but it 








* See “ Electronics and the Banks’’, by M.S. Goldring, in The Banker for March, April 
and May, 1953. 
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remains within the clearing system of the one bank. ‘The third stage is 
seen when a cheque on bank A 1s paid in “ for collection” at a branch of 
bank B: such a cheque has to leave bank B’s clearing system and enter 
that of bank A. 

The branch bank receives in a day a number of cheques drawn on other 
branches and other banks. ‘These are sorted, in the branch, into bundles 
each containing only cheques drawn on one bank. All these bundles are 
sent to head office, where the clearing department sorts together all the 
bundles of cheques on the several other banks, and hands over the appro- 
priate bundles to each. Up to this stage, the only sorting involved is what 
may be termed “ coarse ”’ sorting—nobody has been concerned in the 
sorting with the particular branches the individual cheques are drawn 
upon, although those branches have had to be recorded in the collecting 
banks’ books of prime entry. But each bank’s clearing department must 
also distribute amongst its own branches the bundles of cheques drawn on 
itself, and in due course, when bundles arrive from other banks, those too 
must be distributed. It is at this stage that the main sorting problem of 
the clearing arises, and the problem has so far defeated every attempt at 
mechanical solution: the sorting is done by hand. 

If an electronic sorter can now be produced that can handle this part of 
the clearing process there will be a substantial saving of labour in the 
clearing departments. ‘There may also be scope for a similar sorter in the 
largest branches to deal with the “ in-clearing ”’ (i.e. the sorting of incoming 
cheque bundles into batches relating to customers’ accounts at the branch). 
Eventually, when the majority of banks are mechanized, sorters may even 
be worthwhile in big branches for the out-clearing (sorting of cheques paid 
into the branch, according to the banks on which they are drawn, before 
despatch to head office). 

The application of electronics to the book-keeping of the banks at branch 
level has far-reaching possibilities, but it raises difficult problems of organiza- 
tion as well as of technique. ‘This sphere is already highly mechanized 
with ‘“‘ conventional ”’ machines, but the speed of all processes necessarily 
depends upon the speed of keyboard operation. ‘The advantage of elec- 
tronics here depends upon the harnessing of the much greater speed of the 
electronic computer, and this requires ancillary equipment that will feed 
the computer wherever possible without the bottleneck that manual opera- 
tion of keyboard equipment would involve. It also demands “ output 
devices ’’ to extract information from the computer in a form suitable for 
ledger records and customers’ statements. 

Four years ago, as The Banker’s series of articles showed, all this was 
theoretically possible. The significance of last month’s “ specifications ”’ ts 
that the banks have now been able to set out the outline of the equipment 
they think they will need—or, more exactly, the work they would expect 
it to do. The computer, perhaps the most important part of it all, they 
leave for later examination—they hope to be able to outline their needs 
shortly—but all the rest is at least sketched in. ‘This action flows from 
the decision upon the method by which the cheque is to be prepared for 
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electronic handling. In The Banker for November last there was reported 
the result of a parallel American enquiry, in the course of which the various 
methods available were touched upon.* ‘The American banks decided in 
favour of magnetic-ink printing in Arabic characters. ‘The English banks, 
after the investigations made by members of their sub-committee and 
working party in the United States, have now come to the same choice. 


Adapting the Cheque 


The system for which the equipment now specified is designed will work 
upon the following method of translating the relevant data into code form. 
So far as the general public is concerned, the form of cheques will not be 
materially altered, and the method of drawing will be entirely unchanged; 
but each cheque will carry at the bottom of its face a printed row of numbers 
(which will include a “* check ”’ digit) in five groups in fixed positions. These 
groups, printed in “ magnetic”’ ink that will create electronic impulses in 
the apparatus, will convey to it all the essential data visibly shown on the 
cheque in the usual way. ‘Three of these groups will be printed when the 
cheque itself is printed—the number of the cheque, the branch code 
number, and the “nature of the transaction ’’—in this case a symbol 
indicating that it is a debit transaction. When the cheque book is issued 
to the customer the fourth group—the identifying number of his account— 
will be added to the magnetic line, so that when he draws a cheque it will 
need only to have the amount—the fifth group—printed into the line (but 
that is an operation that will not concern him). At first it may be necessary 
for the clearing departments to print in the amounts when the cheques 
first reach them, as part of their first process of cheque listing; eventually, 
in an ideally mechanized banking system, the collecting branches could 
code the amount as part of their “ waste ’’, or journal listing (for this journal 
stage must, so far as can be foreseen at present, remain a manual operation). 
It is perhaps worth adding that the checking of all cheques for regularity, 
including the signatures, must continue on exactly the present lines: the 
computers will not be readers of handwriting. 

On the foundation of this magnetic base line both the clearing and the 
book-keeping machines must be devised. ‘The sub-committee is envisaging 
standardization of cheque sizes only within the limits to which the banks 
already work—3 inches by 6 inches and 4 inches by 8 inches; the strict 
standardization will be in the distance of the magnetic line from the bottom 
edge of the voucher. A special type fount may have to be designed for 
the magnetic code printing, but it is hoped to avoid any change in present 
specifications for cheque paper. 

This system of encoding and standardization must, of course, be applied 
also to the other banking documents that operate on the customer’s account. 
So far as the customer himself is concerned, the most notable one among 
these will be the credit slips from “‘ paying-in books ”’ (all of which will 


*** Automatic Handling of Cheques’’, an explanation and summary of the findings of 
the technical sub-committee appointed by the American Bankers’ Association. 
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presumably assume the “landscape ’’ form, as opposed to the vertical in 
which most are now designed), but others affected will be such ancillary 
forms as standing order and traders’ credit vouchers and inter-branch and 
inter-bank debits and credits. The debit and credit items will, of course, 
be distinguished in the magnetic coding by appropriate symbols in the 
‘‘ nature of the transaction ”’ group referred to earlier. 

The sub-committee’s approach to manufacturers takes banking electronics 
a single stage nearer realization. It does not make any less purely theoretical 
the discussion of the various consequences that may follow in the train of 
a widespread adoption of electronic techniques—these may have been brought 
nearer, but they have not been made less speculative. 


Impact on Staff—and Charges 


The consequence most hotly canvassed is, of course, the effect upon bank 
stafing. ‘The National Union of Bank Employees and the staff associations 
have in varying degrees been discussing “‘ automation ”’ for some time, and 
the secretary of the Central Council of Bank Staff Associations has expressed 
himself strongly on the refusal of the banks so far to acknowledge that 
there is anything to discuss with staff representatives. Last month’s press 
release ended with the words: “‘ It is already clear that, when they do come, 
electronic methods can only be applied to banking gradually, and responsible 
opinion is confident that the problem of redundancy of staff is not likely 
to arise’’. ‘This would seem to be a fair enough summary of the position, 
although there are some interesting underlying possibilities. It is axiomatic 
that there will be no dismissals; and it is plain enough, too, that in as far 
as electronic methods replace female staff the problem of redundancy will 
not be a serious one. The great majority of women staff remain in the 
banks for only about five years, and a process of simplification that must 
take much longer than this to introduce, even when it is in fact put in hand, 
will cause little embarrassment. But at present the male staff, even with 
accelerated prospects of attaining managerial status, spend part of their 
early years in handling the conventional machines, so that electronics can 
potentially displace some of them too. 

This last aspect of stafhing consequences can be seen in better perspective 
in the context of another very important aspect of electronics application. 
The clearing departments offer an obvious and immediate field for elec- 
tronic development; but in branch book-keeping an all-important limiting 
factor is the size of the branch. Computers have a large appetite, and can 
be economically used only where there is a very large flow of business. 
There are probably very few branch banks in this country with a volume 
of business even approaching a size to justify the expense of installation of 
this kind of equipment. ‘This fact makes much more realistic the discussion 
of a possibility that has already attracted attention, and some experimenta- 
tion—the centralization of banking offices so that all book-keeping for a 
number of branches is done in one office. 

The sub-committee has recognized the possibility in calling for 
mitting equipment whereby information can be sent from office to office to 
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avoid the need for physical transfer of vouchers”’. Whether such equip- 
ment proves eventually to be of the teleprinter type, or closed circuit 
television, or both (and either form may tax Post Office resources con- 
siderably, in their different ways), the introduction of centralization would 
make it possible to adopt electronic book-keeping even for the small 
three- or four-man branches. Such a change, in its turn, would be almost 
bound to effect a further change in the typical banking career, which has 
already moved a little way from the traditional graduation through its early 
years—from junior clerk to waste clerk, ledger keeper to teller. 

Centralization raises other questions, one of the simplest being: will the 
customer be able to have his statement on demand? ‘The answer may be 
yes or no according to the type of equipment used; the computer through 
which the material for the statement is to pass will be in the central office, 
and it conceivably may be deemed an undue complication to provide equip- 
ment capable of supplying the customer with the information at a moment's 
notice. There is perhaps a parallel to be found in to-day’s dispute whether 
the customer should or should not be offered a “ narrative ’’ statement, 
giving payees’ names instead of mere serial numbers of cheques drawn. 
Some banks say firmly, “no”; others refuse to abandon the narrative. 
The latter, of course, have the approval of their customers, but the dispute 
is essentially about costs, and were it possible to translate the costs directly 
into charges on the customers’ accounts (as indirectly they must be trans- 
lated already) the reaction of customers might not be the same. 

In electronic book-keeping as here envisaged there will be no place for 

narrative anyhow (unless indeed the enthusiasts for narrative type it on to 
the statement after it comes from the computer). The withdrawal of 
narrative does obviously represent the withdrawal of a service, and to that 
extent is to be deplored; but if in fact it permits a reduction in costs, and 
if in fact the omission of facilities for providing statements on demand 
likewise reduces costs, then the banks may have to accept the necessity of 
giving up some degree of the ‘‘ personalness ”’ of their service. Both these 
changes may prove to be involved in the electronic system, at all events 
until technique combined with economy in operation has advanced further 
than is yet foreseeable. 

The question of cost is, of course, fundamental to the whole discussion. 
“Will electronics reduce bank charges ?”’ is the obvious public enquiry; 
and the answer, hardly less obvious to the banker, is that it is worth 
exploration for the chance that it may postpone or reduce the apparently 
inevitable increase in charges. Eventually there may indeed be very real 
savings in staff and thus in the heaviest item of the banks’ expenses, staff 
salaries; but there are so many threatening possibilities of other pressures 
on bank revenues to offset these savings that no banker is likely to be at all 
hopeful that he will be able to bring his charges down as a result of them. 
Electronics may eventually bring big changes; but it does not promise a 
revolution. 

In the meantime there will be some sizeable bills to meet in the long 
experimental stages before any final shape can be given to the sub- 
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committee’s first specifications. One commentator has suggested that the 
banks “‘ are blandly asking industry to spend considerable sums designing 
an electronic system for banking that the banks then may or may not buy ”’. 
That was the pattern of development of the much cheaper conventional 
mechanization in the ‘thirties, but it seems extremely unlikely that the 
bankers (who must be assumed to understand the financial problems of 
electronic manufacturers as well as those of their other customers) are 
‘ blandly asking’ anybody to do anything for them for nothing. ‘They have 
set out what they want and are now awaiting discussion both of the form 
the machines are to take and of the financing of them. 

There have been suggestions that there should be a joint research project, 
financed by all the interested banks; and those who have argued through 
the years that there is no real competition between the banks might expect 
this to be the obvious thing for them to do. It is known, however, that 
even up to this present stage the banks have not moved with equal 
enthusiasm. It is very possible that experimental progress will not be 
uniform, and that the process will be in itself one of keen competition 
within the banks—within the not too constrictive limits set by the technical 
need for a common framework. Such competitive striving is indeed to be 
welcomed. But it is an excellent thing that there has been co-operation 
up to this first stage of preliminary decision, so that competition, if it 
develops, will not impede the clearing system. There is anyhow no sug- 
gestion that the joint sub-committee has finished its work. 
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How European Industry 
Gets its Finance 


HERE passed almost unnoticed last month the publication by the 

European Productivity Agency of the OEEC of a detailed study 

on “ The Supply of Capital Funds for Industrial Development in 

Europe: Resources, Structure, Methods’. Yet unlike so many of 
the voluminous outpourings of international organizations, this document, 
prepared by Lord Piercy and his staff of the Industrial and Commercial 
Finance Corporation in consultation with national experts, presents on a 
highly important and topical subject the first account of its kind. Sophisti- 
cated obseryers, inevitably, will find the material on their own country 
largely familiar—and at times not wholly in focus; but there is great value 
in an easy source of reference to the great array of institutions and practices 
through which medium-term and long-term finance is provided to industry 
in the major countries of Western Europe (or rather the major countries 
save the Netherlands, an important and inexplicable omission).* And not- 
withstanding the fact that nearly the whole of the analysis, and all the 
quoted statistics, relate to the years 1952-54, the report has an important 
bearing on some major practical issues. 

In particular, the outline of the means by which industry in the several 
countries is able to finance its investment forms an essential complement 
to any comparison of the magnitude and trend of the volume of such invest- 
ment—such as that undertaken in an important new contribution that we 
publish in an earlier article in this issue. The Piercy report, not sur- 
prisingly, gives no direct answers on the extent to which industry in the 
competing countries has been hampered or favoured by the channels of 
finance available to it; but through its presentation of the institutional 
framework it does much to set popular beliefs, many of them ill-founded, 
into perspective, and provides a convenient starting point for any more 
ambitious investigation. 

The comparative study has another immediate interest. Partly through 
the general move towards greater exchange freedom, and partly, particu- 
larly in Germany and the Benelux countries, through measures designed 


— 


. * The countries covered are the United Kingdom, Germany, France, Italy, Belgium, 
every Norway, Austria and Greece. In addition, glancing reference is made to the 
nited States. 
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specifically to facilitate movements of capital abroad, the capital markets in 
individual European countries no longer comprise, as they did in the 
abnormal phase immediately after the war, self-sufficient units immune 
from any outside influence. ‘The relative importance of international 
movements of capital is still small; but it could conceivably be greatly 
increased in the six countries associated in the common market treaty if, 
as is the intention, the removal of trade barriers were merely the first step 
to a wider economic union. In that event, or if European industry were 
given freedom of access to external sources of funds through the grant of 
full convertibility, the necessary adjustment would be very considerable 
indeed. One of the features that stands out most clearly from the Piercy 
report is the range and breadth of the present diversity of financial insti- 


tutions and practices. 


Like Influences on Unlike Institutions 


At the same time, however, the main influences that have affected the 
different capital markets since the war show a striking uniformity. ‘These 
influences are familiar enough for Britain itself; it is intriguing to find that 
they have been so widely shared. Compared with conditions in pre-war 
years, there has been a universal move away from public capital markets, 
and still more from risk capital. A far larger réle in financing industry has 
fallen on its own resources—and in many countries on those of the public 
authorities, which besides have everywhere made a major increase in their 
own outlays. ‘This resulted from the effects of both the physical destruc- 
tion of the war and of social policy; and it has been augmented by cumu- 
lative influences. ‘The steep increases in taxation needed to sustain the 
increased role of government have themselves made large inroads into the 
sources of private capital—which have been further eroded by the effects 
of inflation and the general move, partly through greater differentiation in 
rates of tax, towards a more even distribution of income. Moreover, since 
earnings on equity capital have been subjected to tax whilst charges on loan 
capital rank as a tax-free expense, the effect of the increased level of taxation 
has been to restrict also the demand for equity finance; and in some 
countries this has been accentuated by further fiscal discrimination against 
distributed earnings—by granting differential tax relief to undistributed 
earnings (as in Britain and France) or to income from state or municipal 
bonds (as in Germany). 

The disruption of the pre-war patterns of industrial financing naturally 
reached its peak in the immediate post-war years; but while in the latest 
phase there has been a general move back to traditional methods, and in 
particular towards greater reliance on market sources, the mechanism of 
finance in most countries is still profoundly affected by the major changes 
wrought by the new political, social and economic policies—and, too, by 
the legacy of institutions and expedients devised to finance post-war 
reconstruction. Each of the countries has thus been faced in some degree 
or other with the need to adapt its mechanism of industrial finance to new 
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The need has been met in part by the establishment of new facilities. 
France in particular has leaned heavily on novel expedients, designed 
mainly to channel finance from public sources directly, but still more indi- 
rectly, to industry. Germany had the opportunity of starting afresh after 
the chaos of the early post-war years, and notwithstanding many com- 
plaints, particularly about the narrowness of the public capital market, has 
contrived to make available medium-term and long-term funds for industry 
through a wide variety of channels, some of which (such as the funds of 
the municipal savings banks) are regarded as unorthodox sources of indus- 
trial capital even by continental practice. 

Britain shows perhaps the smallest degree of formal change; but there 
have been important adjustments in lending practice, especially by the 
insurance companies and pension funds, and to some extent also by the 
commercial banks. It is significant, however, that these adjustments have 
been stimulated not, as has frequently been the case on the Continent, by 
changes in legal regulations or by the provision of complementary public 
facilities, but simply by the changed nature of the commercial considerations. 
Thus, the British insurance companies have greatly increased their stake in 
equities fundamentally because in an era of inflation and full employment 
the attraction of equities for insurance portfolios has greatly increased; 
whilst a similar adjustment in insurance investment practice in Germany, 
France, Norway and Belgium is checked by the strict Government regula- 
tions governing the deployment of insurance and pension funds—a control 
that sometimes appears to be used for the purpose of keeping these funds 
as a preserve for the Government rather than of protecting them to the 
benefit of the policyholders. 

The Piercy report finds indeed that in their attempt to increase the 
sources of capital available to them, continental Governments have been 
guilty of comparable action in a number of other ways——including, besides 
fiscal discrimination, the manipulation of direct controls over new issues. 
Indeed—the Capital Issues Committee notwithstanding—the report cites the 
“ healthy functioning ”’ of the public capital market in Britain as an example 
that the essential prerequisite of such recovery is “‘ the restoration of a large 
measure of freedom to all the processes of issuing and dealing’’. ‘Thus 
while continental industry is served by numerous special financing agencies, 
many of them having access to public funds, these are to a large degree 
merely a reflection of the lack of facilities on the continental capital markets 
—with the important exception of Amsterdam. In the last two or three 
vears, admittedly, there has been a notable revival of the capital market 1n 
France, where capital issues control has been ended, and to a less extent 
also in Germany. But compared with Britain the réle of market issues is 
still small. 

Thus despite all the common influences in the recent trend of underlying 
conditions affecting the demand for and supply of finance for industry in 
Britain and the continental countries, the means of finance remain in sharp 
contrast—the nature of which is broadly similar to the traditional contrast. 
Thus while industry in Britain to-day draws considerably more capital than 
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formerly from institutional sources, the effect has been not to replace the 
public capital market but to supplement and strengthen it. And on the 
Continent the increasing réle in the provision of capital for industry played 
by the State and new semi-public institutions has been in part channelled 
through the traditional media of credits from commercial banks—even 
though these have in a number of cases been subjected to certain formal 
restrictions on industrial financing. 

The Piercy report gives a detailed descriptive account of the main 
financing facilities available to industry in each of the several countries. 
The practical significance of this survey suffers somewhat from its out- 
datedness: much has happened in this sphere since the end of 1954. None- 
theless, the outline of the institutional framework will be of much value, to 
practical bankers as well as students. No comprehensive summary of the 
full range of facilities can be attempted in this article, which must restrict 
itself to picking out the highlights in four leading countries—Britain, France, 
Germany and Italy, with special emphasis on recent innovations in facilities 
available from commercial banks and special institutions. 


British and Continental Contrasts 


There is still the classic contrast in the sources of industrial capital in 
Britain on the one hand and the continental countries on the other. But 
while the commercial banks in Britain would formally adhere to the principle 
of confining loans to industry to self-liquidating credits, in their practice 
they have tended to extend a growing portion of their advances for purposes 
that preclude recall at short notice. One facet of this is the rapid expansion 
of the clearing banks’ finance of export credits; another is their growing 
participation in special consortiums and institutions, through which the 
banks have committed substantial, but defined and circumscribed, amounts 
of medium-term finance to industry. ‘Two recent and publicized examples 
are the arrangements for the finance of tankers for Shell and British 
Petroleum, in which four of the Big Five banks have joined in a concerted 
venture with insurance companies and other institutions, and committed 
funds for up to eight years. 

Further, all the English and Scottish banks—and not just the clearing 
banks, as is stated in a curious error in the report—have subscribed to the 
capital of ICFC, established in 1945 to provide medium-term and long- 
term finance to small and medium-sized companies for expansion and 
modernization. The banks have put up £15 millions for ICFC’s capital 
and committed themselves to a further maximum of £30 millions of 
advances to the corporation. ‘They are interested also in Estate Duty Invest- 
ment ‘Trust, a subsidiary of ICFC that provides long-term loans to private 
companies for the payment of death duties on estates of directors, and in 
the Ship Mortgage Finance Company, a joint venture of ICFC with 
insurance companies and shipping interests that lends against mortgages on 
British-built ships. 

Other special financing institutions set up in Britain since the end of the 
war include the Finance Corporation for Industry, with a capital of £25 
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millions provided by the Bank of England and a group of insurance com- 
panies and investment trusts, and borrowing powers from the banks up to 
£100 millions; but although bigger than ICFC, and catering for bigger 
borrowers, FCI has transacted considerably less business—in part precisely 
because of the limited range of its risks, which has tied up resources for 
unduly long periods. Finally, numerous special ventures have been entered 
into by the merchant banks, which are traditionally interested mainly in 
international business but in recent years have been increasing their rdéle in 
industrial financing. Most of these banking houses, however, attempt to 
revolve their funds, and only a few of them hold large blocks of industrial 
shares for extended periods. 

On the Continent, the participation of deposit banks in industrial finance 
has experienced an interesting cycle. ‘Through such activities the banks 
suffered big setbacks in the depression of the ‘thirties. To check the 
widespread loss of confidence the authorities in a number of countries 
attempted to separate deposit banking from the conduct of banques d'affaires, 
and the post-war regulations embody such restrictive provisions. In practice, 
however, in face of the evident need to supplement the resources of the 
public capital markets, deposit banks in most of the countries (with the 
notable exception of Italy, where a most unusual conjuncture now exists) 
have been allowed to engage in a considerable volume of industrial financing 
for medium and even long terms—and in some countries the State itself has 
backed such operations by providing supplementary funds or guarantees of 
its own. 

Thus the Bank of France has since May, 1944, accepted for re-discount 
bills representing advances by the banks for periods up to five years— 
and exempted these from the credit ceilings imposed on its other re-discounts. 
The bulk of the medium-term finance extended by the commercial banks to 
industry and commerce to-day rests on the re-discount mechanism. ‘The 
impact of this new departure on the supply of credit has been softened by 
the erection of series of buffers in the mechanism: the commercial banks 
must first discount their paper with the Crédit national—a semi-public 
institution that is itself the largest source of direct loans of medium and 
long term for French industry—which in turn re-discounts the bills with 
the Caisse des Dépéts et Consignations. ‘This is the central body managing 
the public pension funds, savings bank moneys and the like—equivalent in 
fact to Britain’s “‘ departments ’’; and it frequently finances the commercial 
banks’ bills from its own resources, though in case of need it can turn them 
over to the Bank of France. ‘The Cazsse also invests a small portion of its 
funds directly in industrial securities. 

In Germany the deposit banks have also been subjected to strict rules 
laid down by the central banking system governing liquidity and technique 
of lending. ‘The banks’ actions in making substantial loans to industry to 
finance rebuilding and re-equipment have not been opposed in principle by 
the authorities—though they and some private orthodox financial circles 
have at times expressed concern about the amount of such lending, which 
exceeds the amount of deposits secured for long periods (four years or more). 
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The only German private institution that actually specializes in providing 
long-term loans to industry is the /ndustriekreditbank, formed in 1949 to 
take over and continue the business of the Bank fuer Deutsche Industrieobliga- 
tion set up in 1924 under the Dawes Agreement. Under the new regulations 
the IKB may not receive deposits; it has drawn finance partly from the issue 
of bearer bonds, but to a greater extent from public moneys—including 
counterpart funds of American aid. ‘The bank has had a great success 
and has been unable to meet more than a fraction of demands on it. It 
caters mainly for small and medium-sized firms. Public funds for large 
companies and public utilities are available through the Kreditanstalt fuer 
Wiederaufbau, established in 1948 and initially financed almost entirely from 
counterpart funds, which created a substantial revolving fund. 

The continental country in which deposit banking has been most success- 
fully divorced from investment banking is Italy, where in the process of the 
reorganization that followed the grave difficulties suffered by the banks in 
the depression of the twenties, the Government acquired ownership of a 
number of large banks, and with them a substantial stake in Italian industry. 
To-day, medium-term and long-term finance for industry is in the hands 
of a number of special institutions, some private, some public and some 
mixed. Of the private bodies, the Mediobanca (Banca di Credito Finanztaro) 
was set up in 1946 by the three largest commercial banks; it lends on 
medium term only, receives time deposits tied for one to five years, and 
issues its own bonds. The Ente Finanziamenti Italiani, set up in 1949 by 
industrial banking and insurance interests, transacts similar business and 
also draws funds from time deposits and bonds. ‘The Centrobanca (Banca 
Centrale di Credito Mobilare) is a considerably smaller institution set up by 
the small co-operative banks; it lends mainly to medium and small-sized 
firms. 

Of the important public and semi-public institutions lending to industry 
in Italy, the Istituto Mobilare Italiano is probably the most important 
source of investment finance in the country. Its capital is provided jointly 
by the Government and a number of banks, savings banks, and insurance 
companies; it makes loans to industry and commerce for up to twenty 
years, and also holds shares. The bulk of its funds is invested in public 
services, shipping companies, and chemical and engineering concerns. ‘The 
Istituto per la Ricostruzione Industriale, set up in 1933 to relieve the banks 
of their industrial holdings and at the same time to maintain industry's 
supply of finance, now controls an impressive slice of Italy’s finance and 
industry—the three largest commercial banks, the television system, three- 
quarters of the output of steel, half that of pig iron, one-quarter that of 
electric power, and four-fifths of shipbuilding capacity. It is interesting to 
compare this result of pre-war banking reform with the similar reform 
attempted in Belgium—where, however, the industries whose shares the 
banks were forced to relinquish were permitted to acquire controlling shares 
in the banks. Recently, however, there have been certain moves to end 
this anomaly.* 








* See “ Banking Reform in Belgium ’’ in the November, 1956, issue of The Banker. 
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Welsh Industry Rides 
Disinflation 
By E. VICTOR MORGAN 


T the beginning of the credit squeeze two years ago there was 
widespread apprehension lest Wales, with its new light industries 
composed largely of branch factories, might prove particularly 
vulnerable. It was suggested in this annual survey in April last 
that the Welsh economy was likely to be much more resilient than might 
be expected at first sight. In general, while individual firms and par- 
ticular localities have taken some hard knocks, the experience of the past 
year has confirmed this view; and for a number of important sectors the 
impact of general disinflation has been of marked benefit. 

There has been some slackening of the tempo of investment. New 
houses completed in the twelve months to June, 1956, totalled only 12,807, 
compared with 14,337 in 1954-55 and 16,755 in 1953-54. This is a rather 
greater fall than that for Britain as a whole, and there has been a further 
decline in the past few months. Industrial investment also has slackened 
somewhat, as several large projects neared completion. No new firm 
established a factory in South Wales in 1955-56, though there were a 
number of important extensions. A direct result of the Government’s 
appeal for economy in capital expenditure by the nationalized industries 
was the postponement of work on the Rheidol and Festiniog hydro-electric 
scheme until March of this year. On the other hand, the easing of pressure 
on the building and civil engineering industries has made possible a 
speeding-up of long overdue road works, particularly in West Wales. ‘There 
has also been an increase in the rate of rebuilding of business and com- 
mercial premises destroyed during the war, of which Swansea has been a 
major beneficiary. 

The recession in the motor industry has affected a number of Welsh 
firms making components, while manufacturers of furniture, radio and 
television equipment and other durable consumers’ goods have been hit 
hard by the hire-purchase restrictions. A number of firms, most very 
small, closed down, and some of the larger ones reduced their labour force 
considerably. Activity in the major industries, however, has remained at a 
very high level, so that there has been only a modest increase in unemploy- 
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ment. ‘The number of registered unemployed fell in July, 1955, to its 
lowest peacetime level, of 13,400; it subsequently rose to 16,590 in December, 
1955, to 17,800 in June, 1956, and 21,675 in December, 1956. The rate 
of increase over this period was almost exactly the same as that for the 
whole of Britain. 

The level of the unemployment rate in Wales (2.3 per cent of the labour 
force in December, 1956) remains higher than that of England, but this is 
due to a number of special features of long standing. In the first place, 
there are still a number of “ pockets ”’ of localized unemployment in geo- 
graphically inaccessible areas, particularly in North Wales; Anglesey has 
about 8 per cent of its insured population out of work, and Caernarvon- 
shire 6 per cent. Secondly, despite the growth of the lighter industries 
there are still proportionately fewer jobs for women in Wales than in 
England, and hence there is more female unemployment. Thirdly, the 
danger from silicosis and pneumoconiosis in the mines, though now greatly 
reduced, has left a grim legacy. ‘There are more than 50,000 disabled 
persons on the register in Wales, and many more who are only partially 
fit but who have not registered; in 1947 over 17,000 of these people were 
unemployed. Since then great progress has been made in finding jobs for 
them, but there are still between 4,000 and 5,000 out of work. Finally, 
there is the much discussed “‘ hard core” of long-term unemployment 
among older workers, which may be traced back partly to the depression. 
Of the 10,700 men unemployed in June, 1956, 3,450 were over fifty-five 
and 7,900 over forty. Of those over fifty-five, 1,200 had been unemployed 
for more than a year, while some had not worked for very much longer 
and are now virtually unemployable. 

Unemployment among physically fit men in the main industrial regions 
has in fact been as low in Wales as in most parts of England. During 1955 
and the first part of 1956, there was an acute shortage of most types of labour, 
and the changes of the past few months have done no more than restore 
the balance between supply and demand; recruitment is now a good deal 
easier but, in most places, the fit man has little difficulty in finding a job. 

One of the chief beneficiaries of the change in the labour market has 
been the coal industry. In 1955 the industry in Wales was losing men, 
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productivity was static and output declining. During recent months there 
has been an increase in recruitment and a welcome fall in absenteeism and 
in time lost through disputes. ‘The industry is also beginning to reap the 
benefit of the capital investment of the past few years, especially in power- 
loading installations. ‘The operation of power loaders is made difficult by 
the steep gradients of many Welsh coal seams, and in 1955 only 6 per cent 
of total output was handled by this method. ‘The proportion has now risen 
to over a quarter, and at pits where loaders have been installed there have 
been big increases in productivity. Output is now about 5 per cent above 
the corresponding period of last year, and seems likely to rise further. 

The industry is still very far from the end of its development programme. 
There are half a dozen major reorganization schemes now in hand, some of 
them nearing completion. Work on the big new anthracite pits at Abernant 
and Cynheidre is well advanced and ahead of schedule, but the pits are still 
some way from production; work on another big project at Brynlliw is still 
in its very early stages, while borings at Margam offer the prospect of a 
large new pit producing coking coal in close proximity to the great Abbey 
steelworks. ‘These developments should bring further improvements in 
output and in average productivity. 

The steel industry has remained very active. ‘The demand for sheets 
has been maintained in spite of the recession in the user industries; indeed 
the slackening of pressure in the home market has done no more than 
shorten delivery dates and improve the balance between imports and exports. 
Output at Margam was checked by labour troubles in the summer of last 
year and, more recently, by trouble with the big new blast furnace. How- 
ever, both these difficulties have now been overcome, and the shortage of 
fuel oil is not seriously impeding production, which is running at near 
record level. With the new cold reduction plant at Velindre getting into 
its stride, production of tinplate has continued to grow. Weekly average 
output in the first eleven months of 1956 reached 17,700 tons, compared 
with 17,200 in 1955 and 16,800 in 1954; and by the end of the year pro- 
duction was running at more than 21,000 tons a week. 

The demand for tinplate made by the continuous strip process continues 
to expand, but the more uneven quality plate produced by the old pack 
mills is becoming more difficult to sell as well as being more costly to 
produce. Four old works in south-west Wales are closing down; the 
redundant labour is being absorbed, for the present, by the working of 
six-hour instead of eight-hour shifts at other works. ‘The long-term plans 
of the steel industry involve a further big increase in output. The Steel 
Company of Wales is to raise production at Margam to 3,000,000 tons a 
year, and Richard ‘Thomas and Baldwins is known to be contemplating a 
major new plant. No announcement has yet been made about its site. 

The expansion in the iron and steel industry has naturally had major 
repercussions throughout Welsh industry. Among the most important are 
big increases in the demand for electricity and in the supply of coke-oven 
gas. ‘lhe Wales Gas Board has extended its grid system, and its pur- 
chases of coke-oven gas have enabled it to cut its own consumption of coal 
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complete or virtually so. 


coal a year. 


Trade at the ports has been rather slack; Swansea in particular has been 
affected by the fall in oil shipments. ‘The attempt to build up a general 
cargo traffic is still being bedevilled by the poverty of communications with 
the Midlands and by anomalies in charges. 
Commission is carrying out a number of improvements at Swansea, Port 


Talbot, Barry and Newport. The ship-repairing trade has been brisk, 


and the one substantial shipbuilding firm in Wales is extending its opera- 
tions; it has recently accepted an order for a tanker that will be easily the 
largest ship yet to be built in a Welsh yard. 

In its potentialities for the future, by far the biggest event of the year 
has been the announcement of plans for the development of Milford Haven. 


by about 95,000 tons a year. 





The Board has begun to use methane from 
the Point of Ayr Colliery in North Wales, and has plans for collecting this 
gas from some pits in South Wales. 
been made in using gas from the oil refinery at Llandarcy, and a larger 
project of this kind is under consideration. 
Uskmouth, Carmarthen Bay and Conah’s Quay (North Wales) are now all 
Output of electricity has doubled during the past 
ten years, and an increase of a further 50 per cent is scheduled by 1960; 
but the improvement in the thermal efficiency of power stations that has 
taken place over the decade is equivalent to a saving of 300,000 tons of 
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The Haven provides a deep-water harbour unrivalled in southern Britain; 
and only its remoteness from the main industrial areas has prevented the 
growth of a major port there long ago. Now this geographical disability 
has been outweighed by the operational economies of the very large tanker 
and ore carrier. 

Three schemes are being proposed. ‘The Esso Petroleum Company has 
obtained an industrial development certificate for a refinery on the Haven 
with a throughput of 5 million tons a year, roughly equal to the maximum 
capacity of the Llandarcy refinery. ‘The project is estimated to cost about 
{20 millions spread over two years, and will probably give permanent 
employment to over 2,000 people. ‘The British Petroleum group has plans 
to establish on the Haven a tanker terminal, capable of berthing tankers 
of 50,000 tons and over, and to pipe oil to Llandarcy. This may have 
adverse effects on the port of Swansea, but it is essential for the continued 
growth of Llandarcy, which would otherwise have been placed at a grave 
disadvantage by the lack of a port capable of handling the new super- 
tankers. Finally, the Steel Company of Wales and the Guest Keen Iron 
and Steel Company have acquired a site on the Haven which is likely to 
be developed as a terminal for ore carriers of up to 100,000 tons, and from 
which ore could be transhipped in smaller vessels to Port Talbot and Cardiff. 
These plans may well be only a beginning. In the light of the prospective 
expansion of the oil industry, the growing trend towards very large tankers 
and the growing dependence of the steel industry on imported ores, the 
unique advantages of the Haven for handling very large ships makes it 
hard to foresee the ultimate limit to its development. 

The rapid industrialization of the Milford area will place a heavy strain 
on the largely rural economy of Pembrokeshire, and it will show up still 
further the already glaring inadequacies of the Welsh transport system. As 
mentioned above, there has recently been some improvement in the pace of 
road construction, and the railway line from Swansea to the Midlands is 
due for early improvement under the British Railways development pro- 
gramme. After much discussion among the various authorities concerned, 
reluctant agreement has been reached on the need for tolls to finance the 
projected Severn bridge, but this has not induced the Government to give 
any promise of a starting date, in spite of much pressure from Welsh 
Members of Parliament. Until there is a major change in the official 
attitude to investment priorities, transport is likely to remain the weakest 
feature of the Welsh economy. 

For Wales as for the rest of Britain, the past year has been one of con- 
solidation and reorganization after the very rapid advance of the previous 
few years: though economic activity has remained very high, the pace of 
growth has slackened. Such periods of consolidation are inevitable and 
this one has been by no means without its advantages; some important 
investment projects have been brought to completion, there has been a 
useful redeployment of labour, and plans have been laid by the major 
industries which should pave the way for another phase of rapid advance 
in the near future. 
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AMERICAN REVIEW 








UST about a year ago, the United 
States economy was beginning to 
derive a considerable stimulus from 

forecasts of a new peak for business ex- 

penditures on plant and equipment and 
of a more than usually buoyant mood 
in consumers’ expenditures on durable 
goods. ‘This year’s reports, although 
reasonably satisfactory, have provided 
no similar fillip. ‘The regular survey of 
business expenditure undertaken by the 

Department of Commerce and_ the 

Securities and Exchange Commission 

outlines a probable total of $37,400 

millions for 1957—a gain of about 


63 per cent on the 1956 record of 
$35,000 millions. 
However, this projected rate of 


spending is a good deal below the level 
of $38,000 millions or so projected last 
autumn; and it has been suggested that 
after reaching a peak during the April- 
June quarter, capital spending may 
suffer a modest setback in the second 
half of the year of perhaps 4 per cent. 
Manufacturing industry is expected to 
spend about $16,400 millions in 1957, 
against $15,000 millions; the most 
ambitious schedules are for non-ferrous 
metals, aluminium, copper, lead and 
zinc, where this year’s investment out- 
lays are planned at double the rate 
for 1956. 

The survey of probable consumer 
spending was made for the Federal 
Reserve Board by the Survey Research 
Centre of Michigan University. It 
suggests that purchasing plans do not 
show any major variation from those 
reported a year ago. Motor car sales 


will, presumably, be no larger in 1957 
than last year, while fewer new homes 
are likely to be bought, although sales 
of furniture and appliances may hold 
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at 1956 levels. ‘There is nothing in- 
trinsically disturbing about these fore- 
casts; but together they suggest that no 
new upsurge in business activity is in 
sight and that, with the tremendous 
gains in plant capacity that have charac- 
terized the past two years or so, there 
may be a growing amount of slack in 
some industries. 


Slackening in Steel 


Reports from the steel industry have 
recently pointed towards such a con- 
juncture. Early last month, some steel 
companies announced that they would 
close down some furnaces, largely be- 
cause demand from the motor car 
industry had fallen below expectations; 
at that time, the industry’s operating 
rate had fallen to 93 per cent of capacity 
—healthy enough, indeed, but a little 
disturbing to those whose views have 
been aligned to continued operations at 
or above theoretical capacity. 

The automobile industry may, how- 
ever, have been blamed a little too 
much for the recent dullness in steel. 
Car production has risen modestly in 
recent weeks and stocks certainly do not 
present anything like the problem that 
they did in the spring of 1956. What 
does seem to be happening is that the 
easing of supplies of steel, and_ this 
year’s absence of labour troubles, have 
led buyers to be more frugal in their 
purchases for stock and in orders for 
forward delivery. Industry as a whole is 
no longer bent on safeguarding its stocks. 
Since additions to business _ stocks 
accounted for domestic investment at 
an annual rate of some $4,000 millions 
in the first half of 1956, this is another 
factor now contributing to some slacken- 
ing in the economic pace. 
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Another decidedly soft sector is resi- 
dential construction. ‘‘ Home starts ” 
in February were at an annual rate of 
only 910,000, the lowest level for 
privately financed construction for about 
eight years. This decline in home 
construction has persisted now for 
about two years, though its impact has 
so far been more than offset by the 
boom elsewhere. But the decline last 
year to 1,100,000, from the 1956 level 
of 1,300,000, seems to have left the 
Federal Reserve Board quite unim- 
pressed, and Congressional moves in 
favour of easier Government finance 
appear unlikely to have much practical 
result, at least for some months. 

A keen controversy exists between 





Congress and the White House on the 
issue of responsibility for budgetary 
economies. ‘There are in fact few 
expectations of any material reductions 
in actual expenditures, as opposed to 
juggling for effect in terms of appro- 
priations or authorizations. Mr William 
Martin, head of the Federal Reserve 
System, has repeated earlier warnings 
about “‘ creeping inflation” (2 per 
cent yearly or so) and has said that any 
recent suggestion of “* loosening ”’ credit 
policy has been due to “ inadvertent 
movements’. He has also said that 
he is “ not sure”’ of the way business 
is now moving. But the general belief 
of course is that credit policy will 


not become more stringent. 


American Economic Indicators 


Production and Business: 
Industrial production (1947-49 — 100). . 
Gross private investment (billion $) .. 
New plant and equipment (billion $). . 
Construction (billion $) : 
Housing starts - 
Business sales (billion $) 
Business stocks (billion $) 
Merchandise exports (million $) 
Merchandise imports (million $) 


Employment and Wages: 
Non-farm employment (million) 
Unemployment (000s) .. 


Unemployment as °% labour force 


Hourly earnings (mfg) ($) 
Weekly earnings (mfg) ($) 
Prices: 
| a High 
Moody commodity (1931 — 100) aaa 


Farm products (1947-49 — 100) 
Industrial (1947-49 — 100) - 
Consumers’ index (1947-49 — 100) 


Credit and Finance: 
Bank loans (billion $) 
Bank investments (billion $) 
Bank loans (weekly) (billion $) 
Consumer credit (billion $) 
Treasury bill rate (%) .. 
US Govt Bonds rate (°%) 
Money supply (billion $) 


Federal cash budget (++ or = (mill $) “ 


Notres—Latest figures are preliminary or 
estimated. Yearly figures are given for 
private investment and equipment for 


1954-56 and then quarterly figures at annual 
rates. Construction figures show monthly 
averages 1954-56. Business sales and stocks, 
money supply, bank loans and consumer 











1956 1957 
1954 1955 1956 
Nov Dec Jan Feb 
125 139 143 146 147 146 146 
48.0 60.6 65.4 — 68.5 — — 
26.8 28.7 35.1 365 — 36.9 38.0 
37.8 43.0 44.3 44.4 44.7 44.9 44.5 
1,220 1,328 1,118 80.0 64.0 65.0 65.0 
46.7 51.7 54.0 55.8 55.8 565 — 
76.9 82.1 88.5 87.9 88.5 88.7 — 
1,259 1,293 1,582 1,515 1,995 1,675 
851 948 1,049 986 1,052 1,135 — 
54.7 56.5 58.4 59.1 59.4 57.6 58.0 
3,230 2,654 2,551 2,463 2,479 3,244 3,121 
5.0 4.0 3.8 3.6 3.7 4.9 4.7 
1.81 1.88 1.98 2.03 2.05 2.05 2.05 
71.86 76.52 80.19 82.4 84.1 82.2 82.4 
441 418 442) 
402 390 402/ 438 442 429 411 
95.6 89.6 88.4 87.9 88.9 89.3 88.8 
114.5 117.0 122.2 124.2 124.7 125.2 125.5 
114.8 114.5 116.2 117.8 118.0 — — 
70.6 82.8 91.2 89.6 91.2 89.0 — 
S39 3 MA FHA HA 3TFlU 
22.5 26.7 31.3 30.4 31.3 30.3 30.3 
32.3 38.6 41.9 40.6 41.9 40.9 — 
0.95 1.75 2.66 3.00 3.23 3.21 3.17 
2.4/0 2.9% 3.11 3.31 3.37 3.37 3.26 
209.7 216.6 220.9 217.1 220.9 219.5 — 
1,082 -740+-5,524-4,834 — — — 


credit show amounts outstanding at the end 
of the period. Moody’s commodity index 
shows high and low 1954-56, and end-month 
levels. Weekly bank loans are derived from 
partial returns only. Budget figures are 
cash totals. Quarterly figures are shown in 
the middle month. 
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Taking the 
East into account 


Twenty-five years ago you would have found this 


‘adding 
machine’ of antiquity in every eastern branch of The Chartered 
Bank. It was of particular use in calculating the intricacies of 
exchange rates which often fluctuated with great rapidity. Today, 
the abacus is being replaced by the slide rule and the electric 
computer. The East is changing but the Chartered Bank remains 


in step, so that its knowledge of castern trade, travel and in- 


vestment is always up-to-date. This knowledge and a century of 
experience sustain acomplete banking service available througheu: 
a branch system, which extends to most centres of commercia! 


importance in Southern and South-East Asia and the Far East 


THE 
CHARTERED BANK 


(Incorporated by Royal Charter, 1853) 


HEAD OFFICE: 38 BISHOPSGATE, LONDON, E.C.2 
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Meat Subsidy Ends—The Government 
has abolished all maximum price con- 
trols on beef and beef products, and has 
discontinued the subsidy payments to 
packing plants. A limited subsidy on 
steers is being retained temporarily, but 
the National Meat Board has _ been 
required to submit recommendations 
within 60 days for a new “ support 
system’’ for steers to replace this. ‘The 
official action has caused a‘storm of 
protest. 


Blocked Remittances Freed — The 
central bank has approved the release of 
a further portion of the arrears of 
financial remittances due to foreigners 
in respect of past earnings on their 
investments in Argentina. ‘The release 
will be made in four quarterly quotas of 
90-100 million pesos. All current earn- 
ings have for some time been transferable 
without restriction. 


AUSTRALIA 


New Inflation Danger ?—The Prime 
Minister, Mr Menzies, has given a 
warning that the recent striking increase 
in export earnings might set up infla- 
tionary pressures. Pointing out that in 
the year ending June 30, 1957, Australia 
was likely to have a trade surplus of 
the order of at least £A200 millions, he 
suggested that this might mean that the 
recovery in external reserves would be 
sufficiently marked to permit the Govern- 
ment to make further relaxations in 
import restrictions. But he added that, 
while he was in no way pessimistic 
about the economic outlook, the Govern- 
ment would not be able to yield to 
every clamour that would be heard in 
the period ahead. 


More Import Freeings—An issue of 
special import licences announced to- 


wards the end of February will permit 
imports of some categories of goods in 
short supply to be increased by up to 
100 per cent during the first quarter of 
the year. 


Refinancing Dollar Loan—Early in 
March the Government completed 
arrangements for the offer of $20 
millions of 5 per cent stock, 1972, on 
the New York market. The proceeds 
are to be used largely to redeem a 3} per 
cent Commonwealth Government dollar 
loan due to mature on June 1 this year. 


Govt Considers Bank Reform—The 
Federal Government has_ considered 
the proposals for banking reform put 
forward by the trading banks during 
the conference with Mr Menzies in 





MR MITSUO OGASAWARA 
President, Mitsubishi Bank 











February. It has indicated that no 
immediate final decision is likely to be 
taken on this matter. 


BURMA 


Untied Loan from India—An agree- 
ment has been signed with India under 
which Burma will be granted a loan of 
Rs 200 millions. The loan will bear 
interest at 44 per cent and will be repay- 
able in twenty-four half-yearly instal- 
ments starting in 1960. Burma will be 
free to spend the money in any sterling 
country. 


CANADA 


The Governor Complains — The 
Governor of the Bank of Canada, the 
central bank, points out in his annual 
report for 1956 that, despite all the 
efforts the bank had made to restrain 
monetary expansion, the advances of the 
chartered banks have increased by 
Can. $1,925 millions in the two-year 
period to the end of 1956. He attributes 
the official inability to make money 
sufficiently tight in part to the activities 
of the instalment finance companies, 
contending that while their operations 
in all essentials comprise banking, they 
are immune from the legal controls on 
banks and from the effects of monetary 
policy. 

Banks’ “‘ Dual Function ”—The second 
factor that has made it difficult to im- 
pose an effective tight-money policy was 
declared to be the ‘“ dual function ”’ of 
the commercial banking system. In 
addition to performing commercial bank- 
ing services, the banks hold 80 per cent 
of the personal savings of Canadians. 
By drawing on these resources they 
have been able to expand loans in a way 
that would not have been possible if 
they had been forced to rely solely on 
ordinary commercial deposits. 


New Practices Proposed—lIn order 
to strengthen monetary controls, the 
Bank of Canada has suggested that the 
chartered banks should agree to commit 
a definite part of their deposits to the 
financing of housing outlays in 1957. 
The chartered banks have agreed to 
accept this proposal on the condition 
that the central bank ensures that other 
loanable funds are not reduced in con- 
Sequence. A second proposal by the 


central bank, that the commercial banks 
should segregate personal savings de- 
posits from others and accept different 
investment and cash reserve require- 
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ments for the two categories, is not 
regarded as acceptable at this stage. 


Peak Dollar Premium — Early in 
March the Canadian dollar rose to a 
premium of 4} per cent over the US 
dollar, the highest premium recorded 
for almost a quarter of a century. While 
the current deficit, which reached $1,400 
millions in 1956, continues to grow, it is 
still being more than covered from the 
proceeds of the net inflow of capital. 


CEYLON 


Nationalization Statement — The 
Prime M-nister, Mr N. Bandaranaike, 
has declared that nationalization will be 
implemented in a way that will benefit 
the people; but he has also explained 
that the Government has no early inten- 
tion of taking over foreign property in 
Ceylon. ‘There were many schemes of 
nationalization that would be  under- 
taken before action was taken in this 


field. 
CHILE 


“Escalator” Bank Rate—The limit 
for credit expansion by the commercial 
banks and the Banco del Estado during 
the first half of 1957 has been fixed at 
13 per cent of total bank advances at the 
end of 1956. The ruling that only 
operations effected at a rate of interest 
of less than 9 per cent would be eligible 
for re-discount has been abolished. 
Under new arrangements, the re-dis- 
count rate of the central bank will be 
6 per cent (against 44 per cent previously) 
for operations effected by commercial 
banks up to the equivalent of 50 per 
cent of their capital and reserves. For 
transactions between this point and 100 
per cent of capital plus reserves, the 
re-discount charge rises progressively 
from 7 to 11 per cent. Re-discount 
operations in excess of 100 per cent of 
capital and reserves will require special 
authorization and will be at the same 
rate as the commercial bank is charging 
its client, subject to a minimum of 
11 per cent. 


COLOMBIA 


Repaying Sterling Arrears—A formula 
for settling the arrears of Colombian 
commercial payments to United Kung- 
dom interests has been agreed. The 
scheme provides for cash payments equal 
to 60 per cent of the sums due and the 
funding of the remaining 40 per cent 
for repayment over a period of thirty 























months. This follows the lines of the 
earlier agreement on debts to American 
interests. 


DEN MARK 


External Difficulties Mount—Strong 
adverse pressures are being imposed on 
the country’s external payments by the 
continuing deterioration in the terms of 
trade. In February the shortfall of gold 
and foreign exchange reserves against 
short-term foreign exchange obligations 
amounted to Kr 252 millions, an in- 
crease of almost Kr 100 millions com- 
pared with a year before. However, new 
remedial measures are not expected until 
after the General Election, scheduled 
for May 14. 

Protest on British Eggs—The Danish 
authorities have protested to the United 
Kingdom Government that exports of 
subsidized British eggs at low prices are 
tending to undermine markets for Danish 
eggs on the Continent. 


EGYPT 


New Trade Policy—What was de- 
scribed as a new Egyptian foreign trade 
policy was announced at the end of 
February by Dr Kaissouny, Minister of 
Finance. ‘The Government, he stated, 
would (1) stop imports payable in 
Egyptian pounds standing to the credit 
of holders of non-resident accounts; 
(2) try to maintain a single purchasing 
price for the Egyptian pound in the 
various markets abroad; (3) grant more 
import licences in Swiss francs, West 
German marks and US dollars; (4) 
tighten the control over the prices of 
imported goods to make sure that pay- 
ments transferred abroad do not include 
a premium; and (5) encourage exports 
by every possible means. 


FRANCE 


Measures for the Crisis—The Govern- 
ment has begun to outline plans for 
dealing with the continuing steep fall in 
gold and foreign exchange reserves. 
Industry and private persons will be 
encouraged to “* Buy French ”’; Govern- 
ment spending will be cut; there is to 
be a supplementary tax on dividend 
increases; and “‘ compensation duties ”’ 
on imports of liberalized goods have been 
raised by 4 per cent all round, so that 
they now range from 11 to 15 per cent, 
Discouraging Imports—Other meas- 
ures announced in what has been de- 
scribed as a first instalment of Govern- 


ment measures include the abolition of 
import certificates (which greatly facili- 
tate the import of liberalized goods), 
the limitation of the currency of import 
licences to three months, and a ruling 
that 25 per cent of the value of imported 
goods must be deposited at the time 
the licence is granted. In addition, the 
banks are to be requested to restrict 
credit where its extension would be 
harmful to the national interest. 

Special-Attraction Loan — The 
Government has issued a new State loan 
with special inducements. Apart from 
the fixed interest of 5 per cent on the 
ten-year stock issued at par, the bond- 
holder will be entitled on redemption to 
a premium of 10 per cent, which will be 
linked to the index of 295 variable 
interest stocks on the Paris market. 
The interest payments in the first five 
years of the loan, as well as the premium 
payable on redemption, will be tax free. 


GHANA 


Reserves and Development—Shortly 
before Ghana, formerly the colony of 
the Gold Coast, was established as an 
independent State within the Common- 
wealth on March 6, its Prime Minister, 
Dr Nkrumah, denied allegations that 
the country was bankrupt. He declared 
that all development work had been 
financed from its own resources; and 
that even so, the total assets in foreign 
exchange of the Government, the Cocoa 
Marketing Board and other public bodies 
still amounted to more than £200 
millions. He pointed out, however, that 
the severe fall in the price of cocoa had 


made it necessary to go slow with capital 
development. A new development pro- 
gramme would be drawn up within a 
year. 

Insurance on Cocoa Price ?—Out- 
lining the Government’s future policy, 
the Prime Minister announced that it 
was intended to encourage foreign in- 
vestment. Talks with other sterling 
area countries would be opened with a 
view to the introduction of an insurance 
scheme to protect Ghana against the 
backwash of sharp falls in cocoa earnings 
in times of depression. 


INDIA 


Official Export Guarantees — The 
Government has announced its intention 
to set up a wholly State-owned Export 
Risks Insurance Corporation. The cor- 
poration will have an authorized capital 
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of Rs 50 millions, of which 10 per cent 
will initially be paid up. It will provide 
exporters with cover against losses arising 
from risks of a kind that cannot nor- 
mally be insured with private bodies. 
Participation in the scheme by exporters 
will be entirely voluntary. 


East German Credits—The East Ger- 
man Government has confirmed that 
“‘leading industrialists and _ financial 
organizations ”’ are prepared to supply 
capital goods on the terms suggested by 
India—20 per cent down and the 
balance payable within not less than 
seven years of the delivery of the goods. 


IRAQ 


Oil Company Loan—lIraq has been 
granted an interest-free loan of £25 
millions sterling by the Iraq Petroleum 
Company. ‘The money is to be used 
exclusively for budgetary purposes, to 
replace part of the loss of revenues 
arising from the stoppage in the flow of 
oil from North Iraq in recent months. 
The advance will be repayable from the 
Government’s share of future oil pay- 
ments by the company. The company 
has also undertaken to provide the Iraq 








Development Board, which has also been 
badly hit by the oil stoppage (its re- 
sources are drawn mainly from oil 
revenues), with all the funds it may 
need to carry on with its programme. 


ISRAEL 


Trade Deficit Up—An official state- 
ment shows that the trade deficit rose 
from £85.4 millions sterling in 1955 to 
£93.6 millions in 1956. Exports rose 
by some £6 millions to £37.4 millions, 
but imports rose by £14 millions to 
£131 millions. 


More Oil Investment?—The American 
Israel Corporation (‘‘ Ampal’’), the 
largest American investment company 
operating in Israel, has indicated that it 
intends to increase substantially its 
investments in Israeli oil companies, 
banking and shipping concerns in 1957. 
The Israeli Office of Information has 
announced that oil companies and drill- 
ing contractors operating in Israel will 
be exempt from payment of sales and 
excise taxes on locally produced ma- 
terials purchased for oil exploration and 
development. 





| $0 | Tay" — = 
awe -s ; . 
: Dewey Piet Pod 
“grass ss 2 
if- > TE?! Tae 
. 4 + 
ae fe > “ wen 


soot . 
ae 


ee | oa 
Dee were SY. 


ses atigedl ££ 
t... eo 


as SP} 


: } 
' — 
osx nn earn SE ; 
= iy SSR Pos BSE ES 
SS pene Soles 
a > 
— * 


~« 
= 





aN 


VEREINSBANK IN HAMBURG 
Gstablished 1856 


HEAD OFFICE: HAMBURG Il, 
23 BRANCHES AND AGENCIES IN HAMBURG, CUXHAVEN, KIEL 





AN 


SrRe Tee MN ER 
SA 
> WeRtal 


~ SSTRASS 
\ 











ALTER WALL 20-30 


























ITALY 


Transferable Lire Area—The Ministry 
for Foreign Trade has announced the 
introduction of a “ transferable lira ”’ 
system. In future, lire accruing to 
countries outside the dollar area will be 
freely transferable within all monetary 
areas directly or indirectly associated 
with the European Payments Union. 
Hitherto, Italian payments transactions 
with many countries have been chan- 
nelled through bilateral clearing ac- 
counts. It is expected that, as existing 
agreements relating to the operation of 
such accounts expire, they will not be 
renewed. 


JAPAN 


UK Trade Agreement— The new trade 
agreement with the United Kingdom 
covering the year to September 30, 1957 
(negotiations for which were not com- 
pleted until the end of February), pro- 
vides for some slight relaxation of UK 
quota restrictions on imports of Japanese 
goods. It is not expected that these will 
have the effect of eliminating more than 
a small part of the deficit that Japan has 
been incurring in its sterling payments 
during the past year. 


MALAYA 


Banks’ Warning—The chairman of the 
Malayan Exchange Banks Association, 
Mr Sutherland, issued a warning at the 
end of February that the banking system 
might be forced to restrict borrowing 
by companies and private individuals if 
the recent increases in interest rates did 
not themselves ease liquidity pressures. 
These have resulted from an increase in 
the demand for credit side by side with 
a loss of deposits, caused by a flight of 
funds to other countries. The Finance 
Minister has stated that the Government 
has no intention at present of taking 
action to stop capital leaving Malaya, 
holding that the raising of interest rates 
in Malaya at a time when rates were 
falling in Britain might solve the 
problem. 


Recommendations for Constitution 
—The Malayan Constitution Commis- 
sion’s report urges the establishment of 
a strong central government and a 


common nationality, in association with 
the retention of some autonomy for the 
States and settlements. 
due this August. 


London Talks on Singapore —A 
Singapore 


Independence is 


Government mission has 
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visited the United Kingdom to discuss 
the future constitutional status of the 
territory. 


MALTA 


Britain Contributes £6 Millions—The 
Premier, Mr Miuntoff, has stated that 
the British Government has agreed to 
contribute £6 millions to the Maltese 
Budget in the year to March 31, 1958, 
a sum that should be more than sufficient 
to cover the year’s deficit—estimated at 
£4.4 millions. ‘Total expenditure by the 
Maltese Government in the budget year 
1957-58 is estimated at {14.9 millions. 


NETHERLANDS 


Cuts and Higher Taxes—The Govern- 
ment has announced measures to cut 
spending, with the object of restraining 
the growth of inflationary pressures. 
The measures include the raising of the 
tax on companies from 40-43 per cent 
to 44-47 per cent, an increase in the 
special tariff imposed on luxury imports 
and some increases in purchase taxes on 
less essential items. ‘The tax rebate on 
investments is being postponed for all 
outlays made between November 6, 
1956, and December 31, 1957, and milk 
and sugar subsidies are being abolished. 
Raising Cost of Living—It is esti- 
mated that these changes will increase 
the Government’s revenue by Fls 175 
millions and reduce its expenditures by 
Fls 250 millions. Curtailment of spend- 
ing by other government bodies is ex- 
pected to yield a further saving of 
Fls 100 millions. An official statement 
has explained that the cuts announced 
were the minimum required to counter 
the recent over-spending. They are 
expected to raise the cost of living by 
some 7 per cent during 1957. 


NIGERIA 


African Continental Bank — Dr 
Azikiwe, the Prime Minister of Eastern 
Nigeria, has announced that it is his 
intention to surrender his shares in the 
African Continental Bank without com- 
pensation. A recent official inquiry into 
Dr Azikiwe’s relations with the bank 
expressed regret over certain aspects of 
his conduct. 


PAKISTAN 


Pruning Development Plan — The 
National Economic Council has approved 
the draft of the revised five-year pro- 
gramme, which provides for total de- 
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velopment expenditure of Rs 1,080 
millions, against Rs 1,160 millions laid 
down in the earlier version. 


PERU 


$5 Millions from World Bank—The 
World Bank has made a loan of US $5 
millions to the Banco de Fomento 
Agropecuano del Peru agricultural devel- 
opment. 


POLAND 
Seeking US Aid—A Polish Govern- 


ment mission has visited Washington to 
discuss the possibility of being granted 
American aid under the programme for 
the disposal of surplus farm commodities. 
President Eisenhower announced early 
in March that he would be prepared to 
amend US legislation to permit aid to 
go to Poland. ‘The mission is reported 
to have asked to be allowed to take 
$200 millions of farm surpluses, and to 
have intimated that it would also like to 
negotiate a credit of $100 millions from 
the Export-Import Bank. 


SOUTH AFRICA 


Import Relaxations—Mr ‘T. Naude, 
the Minister of Finance, announced in 
his first budget presented on March 20 
that he would grant a ‘‘ considerable 
increase ’’ in the amount available for 
imports. Details of the relaxations in 
restrictions, which affect mainly cars and 
consumer goods, are to be decided by 
the Ministry of Economic Affairs. 
Savings Levy Again—Mr Naude made 
no general tax concessions in his budget, 
and reintroduced the ‘“ savings levy ”’ 
(first imposed in 1953), adding 10 per 
cent to rates on income tax and sur-tax 
on individuals, and 6d in the pound to 
rates paid by companies other than gold- 
mines. 

Squeeze ‘“‘ Request” Withdrawn— 
The Finance Minister emphasized, how- 
ever, that the economic prospect was 
favourable, and said that it was now 
desirable to ease some of the restrictions 
on expansion. Accordingly, the Reserve 
Bank has withdrawn its request to the 
commercial banks to restrict credit. 


Sterling Transfers Freed—FEarlier, Mr 
Naude had announced the immediate 
withdrawal of the special restrictions 
that were imposed on movements of 
capital funds between the Union and 
other sterling area countries early in 
1956. He said that in view of the fall in 


short-term interest rates in the United 
Kingdom, the need for control had dis- 
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appeared. ‘The concession means that 
South African residents will now be 
able to purchase other sterling currencies 
in any amount and for any purpose. 
They will also be able to hold such cur- 
rencies in ‘“‘ resident accounts ”’ in other 
sterling countries. ‘The Minister de- 
clared that the controls had been sym- 
pathetically administered, so that there 
had been no unwarranted interference 
with normal transfers. 

The Governor of the Bank of England, 
Mr C. F. Cobbold, has visited the Union 
for talks on financial matters of mutual 
interest to Britain and South Africa. 


SPAIN 


Economists Join Government — 
General Franco has completely recon- 
structed his Government with the 
object—according to press reports—of 
clearing the way for a determined bid to 
reverse the recent deterioration in the 
country’s economy. A leading economist 
from Barcelona, Senor Villalbi, has been 
appointed Minister without portfolio and 
President of the Council of the National 
Economy. In this capacity Senor 
Villalbi will supervise the operation of 
the newly-created ‘ Office of Co- 
ordination and Planning ”’, to which the 
Government’s spending departments 
must in future submit their plans for 
approval. Senor Ullastres, a professor 
of economic history at the University of 
Madrid, has been made Minister of 
Commerce. 


TURKEY 


Repaying Sterling Arrears—Following 
talks between the Turkish authorities 
and the Board of Trade, the Anglo- 
Turkish Agreement dealing with the dis- 
charge of arrears of Turkish commercial 
payments to Britain signed early in 1955 
has been amended. ‘The new agreement 
brings within the scope of the original 
pact new debts that have since arisen; 
these are of the order of £5 millions 
sterling. ‘Turkey has agreed to fulfil its 
original promise to step up minimum 
repayments in 1957 to £24 millions per 
annum; during 1955 and 1956 the pay- 
ments were at an annual rate of {£13 
millions. But whereas previously 50 per 
cent of the proceeds of certain categories 
of Turkish exports to the United King- 
dom could be used for repayments 
of debts out of chronological order, in 
future only 30 per cent of the proceeds 
of such exports will be available for this 
purpose. 
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Master Memory 
will soon be in residence 
at Wigmore Street 
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IBM’s new computing centre, which is due to open later this year, will be based in the 
first instance on a type 650 high sneed digital machine. Data and programmes are stored 
in its ‘memory’'—a magnetic drum measuring only 4 ins. by 16 ins., which spins at 12,500 
revolutions per minute. Ease of programming, reliability and speed make this equipment 
a powerful tool in research, accounting and management, thus enabling the industrialist, 
the accountant and the scientist to adopt a revolutionary approach to their many vital 
problems. If you would like to know how computers have been used in the type of work in 
which you are interested, and how our computing, consultant and training services can 


help your organization, we shall be glad to provide further information. 


ELECTRONIC DATA PROCESSING CENTRE 





IBM UNITED KINGDOM LTD - [01 WIGMORE ST. - LONDON, W.1. - TEL: WELBECK 6600 


























Bank of Scotland—The Right Hon. Lord 
Bilsland of Kinrara has been appointed 
governor of the Bank in succession to the 
late Sir John Craig. Mr Robert McCosh has 
been appointed deputy governor in succes- 
sion to Lord Bilsland. 

Barclays Bank—Mr W. G. Bryan, chair- 
man of the local board at Birmingham, and 
Mr F. W. A. Fairfax-Cholmeley, a director 
and a member of the Paris Committee of 
Barclays Bank, have been appointed directors 
of the bank. Nottingham Local Head Office: 
Mr T. H. Bevan from Nottingham to be a 
local director. Oxford Local Head Office: 
The Hon T, J. Ashton to be a local director. 
Altrincham and Bowdon, Hale and West 
Timperley: Mr N. Rathbone from Man- 
chester to bé manager. Attleborough: Mr 
H. J. Underwood from Loddon to be 
manager. Burnley: Mr H. Schofield from 
Northwich to be manager on retirement of 
Mr Shutt. Carshalton Beeches: Mr J. H. 
Campbell from Putney to be manager on 
retirement of Mr Seller. Church Stretton: 
Mr W. D. Thomas to be manager. Clay- 
gate: Mr H. J. C. Woods to be manager. 
Craven Arms: Mr N. C. Faithfull from 
Wem to be manager. Diss: Mr O. 'T. Pink 
from Attleborough to be manager on retire- 
ment of Mr ann. Eastbourne, Station 
Parade: Mr F. H. Grevett from Terminus 
Rd, Eastbourne, to be manager on retire- 
ment of Mr Wells. Jlford, Cranbrook Rd: 
Mr L. W. Burtt from Chancery Lane to be 
manager on retirement of Mr Ginman. 
Keighley: Mr E. Whittle from Bradford to 
be manager on retirement of Mr Bruce. 
Liverpool, Water St: Mr C. R. Hall from 
Preston to be manager on retirement of Mr 
Smith. Lytham: Mr A. Stahel from Brook- 
lands and Ashton-on-Mersey to be manager. 
Manchester, West Gorton: Mr J. Marsh 
from Piccadilly, Manchester, to be manager. 
Merton: Mr J. E. Brocklebank from Clay- 
gate to be manager on retirement of Mr 
King. 

Lloyds Bank—Mr K. L. Boyes to be 
general manager (Administration) with effect 
from April 1 on the retirement of Mr 
R. F. E. Whittaker. Head Office—Adminis- 
tration Dept: Mr J. F. H. Adams from 
Greenwich has been appointed for special 
duties; Chief Inspector’s Dept: Mr R. 
Clarke from Birmingham to be an inspector; 
Staff Dept: Mr F. T. Thew to be assistant 
staff manager; Mr V. V. Flynn and Mr 
G. H. Cortis to be staff controllers. London 
—Finsbury Sq: Mr A. E. Agar from Fins- 
bury Circus to be manager; Greenwich: 
Mr L. W. Fitzjohn from Great Portland St 
to be manager. Penzance: Mr R. M. Faull 
from Wellington, Somerset, to be manager 
on retirement of Mr Kernick. Wallingford: 


Mr S. G. H. Randall from Reading to be 
Wellington, Somerset: Mr I. G. 


manager. 


APPOINTMENTS AND RETIREMENTS 
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McDougal from Trowbridge to be manager. 
Midland Bank—Head Office: Mr W. C. 
Schofield from Leeds to be a_ general 
manager’s assistant in succession to the late 
Mr Ludbrook. London—Bellingham: 
Mr D. A. G. Fry from Bromley to be 
manager in succession to Mr Evans; New 
Oxford St: Mr T. E. Evans from Bellingham 
to be manager on retirement of Mr Ebs- 
worth; Willesden, Church Rd: Mr S. 5S. 
Tiernan to be manager; Willesden Green: 
Mr W. E. L. Johnson from Oxford St to 
be manager on retirement of Mr Thompson. 
Leeds, Park Row: Mr A. Vose from North 
St to be manager; Leeds, North St: Mr J. W. 
Wathen from Sheffield to be manager. 
Stanhope: Mr E. J. Ward from Driffield to 
be manager. Wrexham: Mr I. L. Wynne 
from Old Colwyn to be manager on retire- 
ment of Mr Jones. 

Midland Bank Executor and Trustee 
Company—Head Office: Mr P. H. Fellowes 
to be joint chief accountant. 

National Bank of Scotland—Brechin: Mr 
R. McKenzie from Ullapool to be manager 
on retirement of Mr G. A. Mackenzie. 
Johnstone: Mr W. G. Smith from Dumfries 
to be manager on retirement of Mr R. Smith. 
Ullapool: Mr I. MacKinnon to be manager. 
National Provincial Bank—Leicester, Bel- 
grave Rd: Mr E. O. Rose to be manager. 
Scarborough: Mr A. E. Mattock from 
Middlesbrough to be manager on retirement 
of Mr S. Kirkham. Shanklin, JoW: Mr 
W. M. Boyer from Southampton to be 
manager on retirement of Mr W. L. Whit- 
tingdale. Sheffield, Wicker: Mr W. L. 
Porter to be manager on retirement of Mr 
Straugheir. 

Royal Bank of Scotland—Head Office: 
Mr G. Home from branch dept to be 
personal assistant to the general manager. 
Westminster Bank—Head Office: Mr 
G. P. L. Pickering to be a controllers’ 
assistant. London—Bishopsgate: Mr J. R. 
Handscomb to be manager; Upper Holloway: 
Mr F. R. Garrood from Welwyn Garden 
City to be manager on retirement of Mr 
Kislingbury. Bromley: Mr A. F. Fergus 
from Dartford to be manager on retirement 
of Mr Barker. Dartford: Mr W. R. Hall 
from Gillingham, Kent, to be manager. 
Gillingham, Kent: Mr C. L. Denman from 
Woodford Broadway to be manager. Aungs- 
land: Mr K. C. Walters from Bishopsgate 
to be manager on retirement of Mr Thomp- 
son. Northfield, Birmingham: Mr F. R. 
Goddard from Hull to be manager. 
Westminster Foreign Bank—Head Office: 
Mr D. Robson from Paris to be controller 


on retirement of Mr Crump. 
Williams Deacon’s Bank—Mr A. H. All- 


man to be general manager on retirement of 


Mr J. H. King, who will join the board of 


directors as from June 1. 
























THIS IS MECHANIZED BOOK-KEEPING 





THAT IS NOT EXPENSIVE! 


This is the Burroughs Director 600, an extremely versatile 
accounting machine, especially designed for the small and 








medium sized business. Sales, purchase, and general ledg- 
ers, stock records, cost records, payroll—it will do them all! 

The Director automatically adds, subtracts, prints in 
red, dates, tabulates, returns and spaces correctly; 15” 
front feed carriage and adjustable form guides allow you 
to use forms of varying sizes and designs. A full keyboard 
date makes rapid date changing easy. Listing key, com- 
bined with a short-cut keyboard, enables you to convert 





a Director to a rapid adding machine as well. Hand 


emergency operation in case of power failure. 


Burroughs Zhe most experienced manufacturers of 
Adding, Calculating, Accounting, Typewriter-Accounting, 
Statistical and Microfilm Equipment 


BURROUGHS ADDING MACHINE LIMITED, AVON HOUSE. 356-366 OXFORD ST.. LONDON. W.1 




















Trend of *“ Risk’’ Assets 


(£ millions, except for italicized figures, which show percentage of gross deposits) 











BANKING STATISTICS 








Change Change 
1956 —— 1957 ———_ on latest on 
Feb Dec Jan Feb month vear 
Barclays: 
Advances .. 361.8 368.5 364.1 376.1 --12.0 14.3 
oy a 27.5 26.1 25.9 28.1 
Investments 450.4 479.2 479.2 489.5 10.3 39.1 
of 34.2 33.9 34] 36.5 
Lloyds: 
Advances .. 335.4 351.6 346.9 364.9 18.0 L399 5 
o% as 30.0 29.3 29.5 32.4 
Investments 385.3 373.9 371.8 373.3 1.5 -12.0 
MY 34.5 31.2 31.5 33.2 
Midland: 
Advances .. 390.3 398.1 399.5 409.1 9.6 18.8 
A i 29.0 27.0 27.9 30.2 
Investments 462.3 411.8 421.6 432.6 11.0 ~ 29.7 
% - : 34.3 27.9 29.4 31.9 
National Provincial: 
Advances .. 257.1 256.7 240.6 251.4 10.8 ~ § 7 
of oa 33.9 31.5 30.8 34.3 
Investments 221.9 221.1 221.1 221.2 0.1 - 0.7 
% + 29.3 27.1 28.4 30.2 
Westminster: 
Advances .. 248.2 258.1 248 .6 254.9 6.3 6.7 
of a 30.9 30.1 29.4 31.6 
Investments 249.3 242.4 242.4 242.4 — - 6.9 
Of 31.0 28 .3 28.7 30.0 
District: 
Advances .. 64.8 72.9 66.6 68.8 yo 4.0 
of - 28.8 30.1 27.8 30.8 
Investments 69.8 72.8 72.8 72.7 0.1 2.9 
o% 31.0 30.1 30.4 32.5 
Martins: 
Advances .. 95.2 86.4 85.0 56.5 1.8 ~ §.4 
4 - 331 26.6 26.8 29.5 
Investments 85.2 89.1 89.1 89.1 3.9 
% iS os 29.5 27.4 28.3 31.3 
Eleven Clearing Banks: 
Advances .. 1,865.1 1,912.5 1,864.0 1,923.5 59.5 58.4 
% ion 30.3 28.7 28.5 31.1 
Investments 2,006.8 1,980.4 1,992.2 2,011.3 19.1 4.5 
» 32.6 29.8 30.5 Sz.3 
Trend of Bank Liquidity* 
1955 1956 1957 
Mar June Dec Jan Feb Mar Oct Nov Dec Jan Feb 
% % % % % % % % 7 % % 
Barclays .. 28.8 30.3 37.9 39.1 35.7 34.5 36.4 35.5 36.3 36.5 32.7 
Lloyds .. 31.1 30.6 34.4 34.4 32.3 32.3 35.4 34.4 34.4 33.2 31.0 
Midland . 0.1 D.1 B.2 37.7% 33.8 H.C w.8 B.2 4.8 OH. 3S. 
National Prov 3.7 32.3 B.7F BO HM. HM. Me See 8c a 63t.e 6S 
Westminster . . at Bt MS Beit wee ae Ue ak CU Ue 6 
District . as BSB FB.9 £2.80 Bil F7.2 37.8 2.3 et ee «63.7 
Martins .. 28.5 31.6 39.8 36.8 33.6 33.3 39.9 39.3 42.1 40.9 36.9 
All Clearing 
Banks .. 29.9 30.1 37.4 37.6 34.3 33.1 37.1 36.4 37.4 37.4 33.6 


* Cash, call money and bills shown as percentage of gross deposits. 
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Net 
Averages Deposits 
of Months: {mn 
1921 - 1,759 
1922 i 1,727 
1923 - 1,628 
1924 % 1,618 
1925 7 1,610 
1926 si 1,615 
1927 a 1,661 
1928 - 1,711 
1929 7 1,745 
1930 + 1,751 
1931 Ns 1,715 
1932 - 1,748 
1933 te 1,909 
1934 - 1,834 
1935 = 1,951 
1936 he 2,088 
1936 Sa 2,160 
1937 st 2,225 
1938 - 2,218 
1939 ais 2,181 
1940 ei 2,419 
1941 - 2,863 
1942 oe 3,159 
1943 - 3,554 
1944 7 4,022 
1945 = 4,551 
1946 - 4,932 
1947 - 5,463 
1948 i 5,713 
1949 - 5,772 
1950 id 5,811 
1951 <a 5,931 
1952 ais 5,856 
1953 - 6,024 
1954 ™ 6,239 
1955 sie 6,184 
1956 ai 6,012 
1951: 
Oct -_ 5,981 
Nov a 5,973 
1955: 
Dec pig 6,261 
1956: 
Feb oa 5,899 
Dec i 6,305 
1957: 
Jan - 6,224 
Feb 5,929 


Bank of England .. 

Public Departments 
Treasury Bills: 

‘Tender 

Tap 


Wavs and Means Advances: 


Liquid 
Assets 
{mn 
680 38 
658 37 
581 35 
545 33 
539 32 
532 32 
553 32 
584 33 
568 32 
596 33 
560 32 
611 34 
668 34 
576 31 
623 31 
692 32 
713 32 
683 30 
672 30 
648 29 
785 31 
676 23 
712 22 
723 20 
788 19 
886 19 
1,280 25 
1,646 29 
1,703 29 
1,920 32 
2,345 39 
2,308 38 
2,097 34 
2,201 35 
2,190 34 
2,098 33 
2,218 35 
2,423 39.1 
1,981 32.0 
2,472 37.4 
2,111 34.3 
2,492 37.4 
2,447 37.4 
2,077 33.6 


Ratiot TDRs 
% 


_— 


Banking Trends since World War I* 


Invest- 

ments 
mn 
325 
391 
356 
341 
286 
265 
254 
254 
257 
258 


301 
348 
537 
560 
615 
614 
643 
652 
637 


608 
666 
894 
1,069 
1,147 
1,165 
1,156 


1,345 
1,474 
1,479 
1,505 
1,505 
1,624 
1,983 
2,163 
2,321 
2,149 
1,978 


1,555 
2,033 


2,016 


2,007 
1,980 


1,992 
2,011 





Mar 17, 
1956 
{mn 


254.4 


3,210.0 
1,624.2 





5,088 .6 





b 23, 


1957 
£mn 


1 


93.8 


2,900.0 
1,298.1 





4,3 
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91.8 


Mar 2, 
1957 
£mn 


209.7 


2,890.0 
1,304.7 





4,404.5 





Advances 
{mn 
833 
750 
761 
808 
856 
892 
928 
948 
991 
963 


919 
844 
759 
753 
769 
839 
865 
954 
976 


991 
955 
858 
797 
747 
750 
768 


888 
1,107 
1,320 


1,603 
1,822 
1,838 
1,731 
1,804 
2,019 
1,897 


1,897 
1,925 


1,851 


1,865 
1,913 


1,864 
1,924 


Mar 9, 
1957 
£mn 

0.8 
229.6 


2,890.0 
1,261.5 





4,381.9 





Combined 

Ratiot 
% 

64 


39.7 
64.0 


58.5 


62.8 
58.5 


59.0 
63.6 


* Ten clearing banks for 1921-35, thereafter eleven except for italicized line for 1936. 
+ Ratios to gross deposits, i.e. including items in course of collection. 


Floating Debt 
Fe 


Mar 16, 
1957 


{mn 
247.3 


2,900.0 
1,249.9 


ed 


4,397.2 
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National Savings 


(£ mns: Receipts into Exchequer reported during period) 








Savings Total 
Certi- Defence Savings Premium Total Accrued Defence Remain- 
ficates Bonds Banks Bonds Small Interest Bond ing In- 

(net) (net) (net) (net) Maturity vested* 









1952-53 .. +20.8 -11.3 -131.6 — -122.1 88.3 -45.5 6,020.9 

1953-54 .. +19.0 +0.3 —- 79.3 — - 60.0 88.6 -38.4 6,008.7 

1954-55 .. +45.8 +50.0 - 35.5 -- +89.5 89.4 16.0 6,126.2 

1955-56 +20.9 +63.3 - 76.4 — - 32.7 77.6 -49.0 6,119.0 
1955- 56 

April-Jan.. +20.6 22.0 82.3 — — 39.7 64.4 -40.3 6,108.0 

February.. — 2.0 6.9 “= + $.9 5.5 - 3.6 6,119.0 
1956-57 

April-Jan.. + 55.4 + 2.2 — 39.6 +355.2 +72.9 +33.7 -36.3 6,194.0 

February.. +13.0 ~ 0.4 11.4 + 4.2 +29.0 + 1.7 -—1.0 6,223.0 





* After taking account of net sales through the Post Office Savings Bank of Government 
securities other than defence bonds. 









Britain’s Gold and Dollar Reserves 


(Millions of US dollars) 
Net Gold and Dollar 






















































Surplus (+-) or Deficit (-) Financed by: 
Reserves 
Net Special at End 
Years and With With Surplus Ameri- Payments Change of Period 
Quarters EPU* Other or can and in 
Areas Deficit Aid Creditst Reserves 
1946.. ooo —- — 908 _- +1123 + 220 2696 
1947.. oo — ~ 4131 — +3513 - 618 2079 
1948.. oo a -1710 682 + 805 — 223 1856 
1949.. oo ~~ — 1532 1196 + 168 —- 168 1688 
1950.. .. + 14 +791 + 805 762 + 45 +1612 3300 
1951.. .. 112 — 876 — 988 199 - 176 - 965 2335 
1952.. .. —276 — 460 - 736 428 - 181 — 489 1846 
1953.. .. +113 +433 + 546 307 - 181 + 672 2518 
1954.. .. + 85 +407 + 492 152 - 400 + 244 2762 
1955.. .. —169 — 406 - 575 114 —- 181 —- 642 2120 
1956.. .. —211 — 408 - 619 66 + 566 + 13 2133 
1956: 
I .. - 47 +187 + 140 17 —- + 157 2277 
If .. + 45 +54 + 99 9 + 108 2385 
Ill .. —104 — 132 —- 236 23 - 156 - 57 2328 
October .. — 28 —- 63 - 91 7 — — 84 2244 
November .. — 28 — 285 — 313 4 + 30 - 279 1965 
December .. — 49 —- 169 — 218 6 + 380} + 168 2133 
IV .. —105 ~ 517 — 622 17 + 410 — 195 2133 
1957: 
January Tee | — 36 53 + — - 49 2084 
February .. — 20 - 20 — 4 59 + 63 2147 


* Portion of deficit or surplus settled in gold (in month following each accounting period). 

+ Payments comprise annual service charges on the US and Canadian loans in each 
December from 1951 to 1955; also, initial payment of $99 mns on funding of EPU debt ; 
repayment of $112 mns to IMF in 1954; further $7 mns on EPU funding in July, 
1956; and $14 mns to IFC in August last. Quarterly instalments on Canadian post-war 
loan and monthly payments to EPU creditors not deducted. Credits comprised $4,909 mns 
in 1946 from US and Canadian loans; $420 mns from IMF in 1947-49; $325 mns from 
S. African gold loan of 1948; $177 mns from sale of Trinidad oil company in September, 
1956; $30 mns from sale of US Govt bonds in November; and $59 mns from India’s 
drawing on IMF in February. 

t Balance of drawing of $561 mns from IMF and end-year instalments on US and 
Canadian post-war loans of $181 mns, of which $104 mns paid into holding account 
pending formal sanction of interest waiver. 
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Banking Services in New Zealand 


BANKERS and their customers who require a comprehensive banking 

service covering financial, trade or travel requirements are cordially 

invited to avail themselves of the facilities provided at over three 

hundred and seventy Branches and Agencies and a special Trade 
Enquiries Department at Wellington of the 


BANK OF 
NEW ZEALAND 


Incorporated with Limited Liability in New Zealand in 1861 


The Bank that conducts the largest 
banking business in the Dominion 


LONDON OFFICE: 1 QUEEN VICTORIA STREET, E.C.4 


A. R. FRETHEY, Manager A. E. ABEL, Assistant Manager 


HEAD OFFICE : WELLINGTON, N.Z. 
R. D. MOORE, General Manager 





Branches also in MELBOURNE and SYDNEY (Australia) ; APIA (Samoa) ; 
SUVA, LAUTOKA, LABASA, BA and NADI (Fiji) with agencies at 
Marks Street, Suva, and Nausori 

















NEW YORK REPRESENTATIVE OFFICE: SINGER BLDG., 149 BROADWAY 
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The 


OKAI 


Bank, Ltd. 


Nagoya, Japan 
Authorized Foreign Exchange Bank 
181 Offices / 


\ Nagoya, Tokyo, Yokohama, Osaka, Kobe and other 
major cities throughout Japan ie niatatiemamenl 
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STATE BANK OF INDIA 








Government Observe Assurance of Non-Interference 





Deposits Steadily Rising 





Mr. H. V. R. Iengar on Help for Industry 





HE second annual general meeting of the 

State Bank of India was held on February 

28 at Bombay. 

The following is the statement by the 
Chairman, Mr. H. V. R. lengar:— 
| have much pleasure in welcoming you to the 

second annual general meeting of the State Bank 
of India. When Dr. Mattha: addressed the 
shareholders at the meeting held in February, 
1956, the report which he presented covered a 
period of only 6 months, viz., from the ist July, 
1955, when the Imperial Bank of India was 
converted to the State Bank of India, to the 31st 
December, 1955. ‘The report which has been 
circulated to the shareholders for discussion 
today covers a whole year’s working of the Bank 
in 1956 and provides a fuller opportunity than 
my predecessor had for considering to what 
extent, 1n its actual functioning, the Bank is 
fulfilling the purposes for which it was nat- 
ionalised. 


No Discrimination 


When it was decided that the Government o f 
India should take up the effective ownership 
and control of the Imperial Bank of India, 
several voices were raised against the step, 
principally on the ground that the role of this 
great institution, which has played so dominant 
a part in the field of commercial banking in the 
country, would be somehow distorted by the 
intervention of Government. Little comfort 
was taken from the assurance that Government 
would not interfere in its day-to-day operations 
and that in fact it would operate on sound 
commercial lines with due regard to public 
interest. Immediately after the announcement 
about the Government of India taking over the 
controlling interest in the Bank, the volume of 
deposits decreased, possibly by transfer to other 
Scheduled Banks. 

The working of the Bank since nationalisation 
has made it clear that the assurance given by 
Government and embodied in the State Bank of 
India Act is being scrupulously observed. There 
has been no interference whatever by the State 
in the day-to-day operations of the Bank. 
Certain State enterprises have applied to the 
Bank for advances and all these have been 
accepted in full but on normal commercial 
terms. No discrimination in favour of such 
enterprises, such as, for instance, in the rates of 
interest, has been asked for. It would be 
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relevant to point out in this connection that the 
sanction of advances to State enterprises has not 
restricted in range or volume the sanction of 
advances to enterprises in the private sector. 
On the contrary, consistently with the rising 
tempo of economic activity, our advances to the 
private sector of commerce and industry have 
increased very substantially from Rs.72 crores in 
December, 1955, to approximately Ks. 100 
crores 1n December, 1956. 


Apprehensions Unjustified 

I think the public has fully realised that the 
apprehensions expressed at the time of an- 
nouncement of the taking over of the ownership 
of the Imperial Bank of India by the State are 
unjustified. "The consequence of it has been 
that our deposits have been steadily rising. As 
stated in the report the increase in deposits 
during 1956 was 8.8%, against 7.8°,, in the case 
of other Scheduled Banks. <A perusal! of the 
mere percentage increases does not, however, 
give a full picture of the actual developments 
that have taken place. 

During 1956, on account of the tightness of 
the money market, Scheduled Banks generally 
raised rates of interest on deposits, in many 
cases quite substantially. “The State Bank main- 
tained its old rates unchanged at a traditionally 
low level for the first 11 months of the vear. The 
increase in deposits therefore took place in spite 
of the fact that interest rates in other Scheduled 
Banks were much more attractive. Even the 
changes made with effect from the Ist Decem- 
ber, 1956 may be described as mere re-adjust- 
ments to a rapidly changing situation and in no 
sense an attempt to catch up with other Sched- 
uled Banks. 


A Steadying Influence 

‘This seems to be an appropriate moment to 
refer to the criticism sometimes made about the 
State Bank, viz., that because it is a State Bank 
operating in the commercial field it has certain 
inherent advantages over the other Scheduled 
Banks and that it is using its privileged position 
to attract business to itself. If it were, indeed, 
to be the policy of the State Bank to operate flat 
out as a commercial institution irrespective of 
the consequences to other Scheduled Banks, tt 
would have been quite easy to increase Its 
interest rates still further and I have little doubt 
that thereby a much larger volume of deposits 
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would have accrued to us, some of it perhaps in 
the form of fresh deposits but a larger proportion 
as diversions from other Banks. As a matter of 
deliberate policy the State Bank has declined to 
pursue such a step. 

We cannot forget the historical traditions of 
this ancient institution. Moreover, although the 
Statute authorises us to operate as a commercial 
bank, it enjoins on us due regard to the public 
interest and we have interpreted this to include 
our obligations to the banking structure as a 
whole. It is not our intention to enter into a 
race, as we could easily do if we were merely 
concerned with swelling our profits. 

On the contrary, it is our hope that by pursu- 
ing a policy of moderation in our rates both for 
deposits and advances, we may act as a steadying 
influence, more particularly during a period of 
great stringency when run-away conditions are 
so easy. Even so the shareholders will observe 
that our profits have increased substantially, 
principally by the larger turnover of our funds. 


Staff Welfare Fund 


I would like to refer to a new item in the 
balance-sheet, viz., allocation of Rs.10 lacs to 
the Staff Welfare Fund. It is my view, with 
which the directors are in complete agreement, 
that steps should be taken for the purpose of 
improving the working conditions of the staff 
employed by the Bank. Some of the items about 
which representations have been made by the 
staff, for example, housing in the big cities, raise 
problems of resources which can be handled 
only gradually. An attractive solution that has 
been suggested is the formation of co-operative 
housing societies for members of the staff, such 
societies to be assisted by the Bank both by the 
provision of long term credits on easy terms as 
well as possibly in other ways. 

Such schemes have been tried elsewhere and 
have the great merit that the staff not merely get 
houses for living in but will also, in due course, 
own them. Discussions on these lines have been 
held with the office-bearers of the Federation of 
the employees’ associations and I hope it will be 
possible to take concrete measures in the near 
future. In the meanwhile, the sum of Rs.10 lacs 
will enable us to deal with pressing items such as 
the improvement of canteens and the provision 
of recreational facilities. 


Assistance for Small-Scale Industries 


It is not necessary for me to comment in any 
detail on the programme of assistance to the 
small-scale industries and the branch expansion 
programme, these being the programmes which 
may be regarded as fulfilling the requirements in 
our charter to operate ‘“‘ with due regard to the 
public interest. In the field of small-scale 
industries our activities are still somewhat ex- 
ploratory in character. But for a Bank with our 
traditions it has been a big step to break away 
from the concept of security of property as the 
main criterion for making an advance and to be 
prepared to give credit on the basis of mere 
Capacity to produce and sell. 

The extent to which we can increase our 
advances to small-scale industrialists is not, how- 
ever, a matter solely of relaxing conventional 
assessments of credit worthiness. It is much 


more a question of the improvement of tech- 
niques, with a consequent improvement in the 
quality of products and their saleability. In 
fact, credit and the improvement of techniques 
have to go side by side. The latter is however a 
matter which is outside the normal sphere of a 
banking institution. I know that the Govern- 
ment of India are keenly alive to this problem 
and hope that the steps which they have initiated 
in this field will acquire increasing momentum 
during the Plan period. 


Relations with Co-operative Institutions 


In the report which has been circulated refer- 
ence has been made to the relations of the State 
Bank with co-operative institutions. Here again 
is a field in which we are only making a begin- 
ning. In the Second Five Year Plan a new 
impetus is being given to the co-operative move- 
ment in the country. ‘The possibilities of pro- 
gress are immense and it will be no exaggeration 
to say that co-operative institutions could form 
a dominant part in the country’s economy. 

The State Bank will always be ready to play a 
helpful and constructive part in the development 
of such institutions. ‘The exact form and pace 
of such assistance as well as the structure of the 
relations between co-operative banking and the 
State Bank are a matter requiring further 
thought and perhaps experimentation as we go 
along. 


Tribute to Dr. Matthai 
In concluding this speech, I should be failing 


‘in my duty if I did not pay a tribute to all those 


who helped in making the transition from a 
shareholders’ bank to a predominantly Govern- 
ment-owned bank smooth and easy. Most of 
the initial difficulties were solved during the 
Chairmanship of Dr. Matthai; to him the Bank 
owes a great deal for the strong position in 
which it finds itself to-day. 

Some problems had been left over when | 
took charge from him on the Ist October, 1956. 
These related principally to staff emoluments at 
higher levels and more particularly to the pay- 
ment of bonus. Government felt that, con- 
sistently with their obligations to the widening 
network of the public sector of the economy, 
they had to ask the State Bank to conform to 
certain principles. I am glad to say that these 
difficulties have since been solved by mutual 
discussion and I would like to take this oppor- 
tunity of expressing my obligations to Govern- 
ment for the understanding that they have 
shown in the matter. 


Thanks to Officers and Staff 


One last word, but from my personal point of 
view, a very important one. ‘This is my last 
official function in the State Bank for to-morrow 
1 am handing over charge to Shri Bhattacharyya. 
I have greatly enjoyed working in this institution 
and I am sure the experience I have gained, 
short as it is, will be of real help to me in my new 
responsibilities. I would like to express my 
gratitude to the officers and the rest of the staff 
for their unfailing assistance and I am sure they 
will give it in equal measure to my successor. 
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THE HONGKONG AND SHANGHAI BANKING 
CORPORATION 








A Year of Steady Progress 





Aid for Under-developed Countries 





The Hongkong and Shanghai Banking 
Corporation was held on March 15 at the 
Head Office in Hong Kong. 

Mr. C. Blaker, M.C., E.D., the Chairman, 
presided and, in the course of his speech, said: 
The profit for the year amounts to $20,635,421, 
which represents a small increase over last 
year’s figure. It is proposed that a sum of 
$4 millions should again be written off Bank 
Premises and, after allowing for this transfer 
and the interim dividend of £2 per share, the 
directors recommend the payment of a final 
dividend of £3 per share, leaving a balance of 
just over $11 millions to be carried forward to 
next year. 

At December 31, 1956, the ratio of the 
Bank’s readily realizable assets to its total 
liabilities was just under 45 per cent. and, while 
your directors are satisfied that this is a safe 
margin, the drop over the last few years is a 
reminder that our ability to finance the capital 
and current requirements of our customers and 
friends must of necessity have some limitation. 

On the whole, the year was one of steady 
progress with an improvement in trade and 
your directors are very satisfied with the results, 
which would have been even better if it were 
not for a series of unfortunate losses which we 
suffered in Calcutta. 

The report and accounts were adopted. 


[th Ordinary Yearly General Meeting of 


Chairman’s Statement 

The following is an extract from the Chair- 
man’s printed statement: On the whole, little 
pleasure can be found in looking back on the 
events of the past year. Some of the legacies, 
which will be with us for some time to come, 
are the damage which has been done to Anglo- 
American relations, the closing of the Suez 
Canal and the difficulties which the shortage of 
oil has caused to the economies of Western 
Europe; but there are many others. 

Economically, industrial production § con- 
tinued to increase, although at a slower speed 
than in 1955, and a growing intensification of 
the restrictions of credit began to make itself 
felt. Steps taken in December to mobilize all 
available resources seem to have been successful 
in stopping the drain on the sterling area 
reserves, and the technical position of sterling 
has since been greatly improved thus enabling 
the inherent strength of the economy to re- 
assert itself. While the short-term outlook is 
reassuring, it is only by a steady and substantial 
increase in the reserves that a permanent solu- 
tion can be found. 

Since the war there has been considerable 
support for the proposal that some form of 
integration of the economies of Western Europe 
should be evolved, which, by the pooling of 
resources, would enable this area, with its 
large internal market, to compete on more 
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equal terms with the United States and with 
the growing economic strength of Russia, 
Although a number of differences have still to 
be ironed out, a great step forward has been 
taken towards the setting up of this free trade 
area which, if it comes into being, will be one 
of the most encouraging developments in world 
trade that has been evolved since the war. 

In Asia the international situation has 
remained quiet, and although a number of 
problems remain unsolved there were no 
developments, apart from several internal inci- 
dents, which disturbed the peace of the area. 
The disruption of shipping through the Suez 
Canal delayed and increased the cost of many 
of their imports from Western Europe, but so 
far this has not caused any undue strain on the 
economies of the various countries, while on 
the short view at least Japan has benefited. 

The need for rapid industrialization in this 
day and age cannot be questioned, and en- 
lightened self-interest alone would lead us to 
give this movement every encouragement; but 
this does not get away from the fact that under 
conditions which exist in most of Asia, with 
growing populations, the increase in industrial 
development should not move at such a high 
speed that the production of basic foodstuffs 
and other necessities of life is unable to keep 
pace. 

Aid for Under-developed Countries 

The Colombo Plan continued to play a large 
part in furthering development in south-east 
Asia. United Nations agencies continue to 
play their part, while aid has been provided by 
the United States of America on a generous 
scale through various channels. ‘The Inter- 
national Bank for Reconstruction and Develop- 
ment also made substantial loans; and its off- 
spring, the International Finance Corporation, 
came into being in July and announced its 
intention of concentrating upon investment in 
less developed countries in association with 
private investors. In our own small way we 
are doing our part and we have interests in two 
development corporations, one in India and 
the other in Ceylon, while consideration 1s 
being given to the setting up of a similar 
organization in the Federation of Malaya. 
These corporations are intended to grant finance 
on a rather longer term basis than banks nor- 
mally provide. 

The statement then reviewed in detail the 
conditions in the territories in which the Bank 
has interests, and concluded: 

On the whole this has been a satisfactory 
year and, notwithstanding setbacks, has been 
marked by general political stability with grow- 
ing economic expansion. While the main 
function of the Bank will continue, I trust, to 
be the financing of Eastern trade, your directors 
will not be slow in taking advantage of promising 
openings elsewhere. 
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THE CHARTERED BANK 





Improved Earning Capacity Despite Rising Costs 





ORDINARY GENERAL MEETING of 
The Chartered Bank will be held on April 
3 at 38, Bishopsgate, London, E.C. 


To ONE HUNDRED AND THIRD 


The following is an extract from the statement 
by the Chairman, Mr. V. A. Grantham, which 
has been circulated with the report and accounts 


for the vear 1956:— 


The Constitution of the Bank 


Following the adjournment of the 102nd 
annual general meeting of the stockholders held 
on April 4 last an extraordinary general meeting 
was held to adopt the draft of a supplemental 
and consolidated Royal Charter which was the 
subject of a petition from the Court of Directors 
to Her Majesty thé Queen in Council. The new 
charter was granted by Letters Patent issued 
under the Great Seal on June 25, 1956 when 
the provisions of the charter and the annexed 
bye-laws and rules became effective. 


Clause 3 of the new charter empowered the 
Bank to change its name, and advantage of this 
provision was taken on December 5 when a 
special resolution, passed by an extraordinary 
general meeting of the stockholders and sub- 
sequently sanctioned by the Lords Commis- 
sioners of Her Majesty’s Treasury, shortened 
the name of The Chartered Bank of India, 
Australia and China to The Chartered Bank. 
The change was brought about with a minimum 
of difficulty and it has been warmly welcomed 
by the stockholders, our customers, our banking 
correspondents and our friends everywhere. 


New Branches 


The Bank has purchased the goodwill of the 
business in Pakistan conducted by the Allahabad 
Bank Limited and on January 1 last the branches 
of the latter institution at Lahore and Lyallpur 
were incorporated in the branch system of The 
Chartered Bank. The branch of the Allahabad 
Bank Limited at Karachi has been merged with 
our own branch in the city. 


To meet the growing need for banking ser- 
vices in North Borneo new branches have been 
opened during the past twelve months at Lahad 
Datu and Tenom. The former mercantile 
agency at IKudat has been replaced by a branch 
of the Bank : 


A new branch has been opened in Ampang 
Road, Kuala l.umpur, to serve expanding com- 
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mercial development in the district of the federal 
capital. 


The C.B.I. Development Corporation 
Limited 


A year ago I intimated that the Bank had 
promoted a wholly-owned subsidiary company, 
The C.B.I. Development Corporation Limited, 
to engage in medium-term and similar credit 
operations connected with economic develop- 
ment in the eastern countries to which the over- 
sea representation of the Bank extends. During 
the first year of the Corporation’s existence 
much time has been spent in research, investiga- 
tion and the formulation of policy. The in- 
tensification of credit control in the United 
Kingdom has inevitably curtailed some of the 
opportunities open to the Corporation for lend- 
ing in sterling. ‘This and other factors, notably 
the necessity in most territories for registering 
the Corporation as a financial institution, have 
tended to circumscribe the framework within 
which the Corporation can function but it is 
now possible to discern the pattern of future 
operations and I am quite sure that our new 
venture will fulfil a useful and creative function 
and bridge the gap between the short-term 
financing of trade and industry by overdraft, 
and the raising of capital from the public. I 
would like to say that I am quite satisfied with 
the initial experience of our Development 
Corporation. 


The Bank’s Balance Sheet 


The Balance Sheet total is very slightly lower 
than last year. Due to higher rates available in 
the London market, our Fixed Deposits are £8 
million lower. This is set off by a smaller hold- 
ing of bills of exchange and a reduction in our 
Cash in hand and at call. 

Owing to the insistent demand for finance in 
those countries where in the rapid course of 
their development the pressure on local re- 
sources is much in evidence our advances to 
customers have increased by £12 million and 
this has been largely met by the non-investment 
of maturing government securities. 

A part of the increase under the heading of 
Advances is represented by prepayments under 
American-Aid programmes. 

Our Acceptances now exceed £10 million and 
indicate the growing popularity of this form of 
finance by Far Eastern merchants and bankers. 


We continue to show our investments in 











government securities at market rates. For the 
first. time we are publishing a _ consolidated 
balance-sheet which includes the figures of our 
wholly-owned subsidiary companies. 


Profit and Loss Account 


Despite the continued upward trend of work- 
ing costs, especially salaries and wages, our 
earning capacity improved. The Bank’s policy 
has always been to keep a liquid money position 
in London and we have made full use of the 
higher interest earnings available in 1956. This 
explains the increase in our net profits from 
£759,340 in 1955 to £800,808. 

The Bank paid an interim dividend in Sep- 
tember last of 74 per cent. less income tax, 





absorbing £150,937 and it is now proposed 
that out of the balance available a final dividend 
of 74 per cent. be paid, costing £150,938 
making a total distribution of 15 per cent. 


It is proposed to repeat the allocation made 
in each of the past six years to Bank Premises 
and Furniture account, the Pension Fund and 
the Widows’ and Orphans’ Fund of £200,000, 
£125,000 and £40,000 respectively. It is pro- 
posed to transfer £150,000 to Contingencies 
Account and to carry forward a balance of 
£409,308. 





Copies of the full text of the statement will be 
sent on application to the Secretary of the Bank 


at 38, Bishopsgate, London, E.C.2 


_ ——— ——$—$—$ —_ 





HASTINGS AND THANET BUILDING 
SOCIETY 





Progress Based on Great Strength 





HE annual general meeting was held at 
Ramsgate on 28th March and in his re- 
view, the Chairman, Mr. Ernest Barber, 
L.R.1I.B.A., said that the Report and Statement 
of Accounts for the year ended 31st December, 
1956, provided sure evidence that the Society 
had continued to develop on an eminently satis- 
factory basis. ‘The credit squeeze and the Suez 
trouble had had an effect on business, but man- 
kind through the ages had always been faced 
with crises and it was the task of the Board to 
plan for these ups and downs. Due to the 
steady loyalty and support of members the 
results for last year were very creditable indeed 
and would bear the most critical examination. 
The year 1956 started by business being 
buoyant. The Society could claim that during 
the year it had never ceased to accept appli- 
cations for loans. It was well to remind critics 
that building societies were mutal-benefit in- 
stitutions, not concerned with making profits. 
Investors sought a safe depository for savings 
at a rate of interest in keeping with market rates. 
The equally thrifty borrower, buying a house for 
occupation, generally had but a limited amount 
of money for the down-payment. He paid the 
lender, through the Society, a 
interest, plus only a margin to cover admini- 
strative expenses and essential reserves. ‘The 


rate of interest at which building societies could 
lend was clearly governed by the rate at which 
they could borrow, 
offered by the 
active competitor for funds. 


and the savings facilities 


Government were the most 


fair rate of 
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During the year 1956, total assets increased 
by nearly £14 millions and now exceeded £21 
millions; the surplus on the year enabled the 
Directors to maintain powerful reserve and 
surplus funds at over 5%, of total assets, which 
was looked upon as ideal. Over £2} millions 
was in gilt-edged securities and at the Bank, the 
proportion to total funds being far in excess of 
the minimum recommended by the Building 
Societies Association. New savings in 1956 
were a record at £3} millions, but because of 
higher withdrawals, advances at £3} millions, 
mainly for the provision of homes, were less 
than in 1955. 

A new branch had recently been opened at 
Kingston-upon-Thames, and others at Watford 
and Ilford would shortly be ready. 

The Society welcomed into membership the 
members of the Orpington Building Society, the 
Brentwood Building Society and the Amersham 
and District Permanent Building Society, a 
total of 1,000 investors and 400 borrowers, who 
would gain the extra benefits which a larger 
organisation provided. 

The Society was ready to discuss with any 
well-constituted small or medium _ Society 
schemes under which a union might be bene- 
ficial, and the Directors were confident that 
many opportunities for such talks would present 
themselves in the near future. 

The Report and Accounts were adopted, the 
retiring Directors re-elected and the Auditors 
re-appointed. 


— 
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BANK OF LONDON & SOUTH AMERICA 





Importance of Local Markets 





London & South America, Ltd., will be 
held on April 2 in London. 

The following are extracts from the circulated 
address of the Chairman, Sir Francis M. G. 
Glyn, K.C.M.G.: 

No doubt your interest has been aroused by 
the substantial increase in the profits figure 
which at £560,047 is £168,353 higher than last 
year. Many factors have contributed to this 
increase. Greater activity in Argentina and 
larger turnover figures both in Exchange and 
Documentary Credit business, have contributed 
materially to the profit figure, and we have also 
benefited considerably from the rise in interest 
rates both in London and New York. 

In the past, while considerable profits have 
been earned in currency in various countries 
your Board has not thought it prudent to con- 
sider the whole of these as available for distribu- 
tion owing to the fact that such profits were 
blocked and seemed to have little prospect of 
being remitted to this country. I am happy to 
say that this position has materially improved 
and amounts of profit awaiting remittance are of 
no major importance. 

Your Board feels that in these circumstances 
they are in a position to reward the patience 
which members have exercised for many years 
in the past. Consequently we have pleasure in 
recommending a final dividend of 7 per cent., 
making a total of 9 per cent. for the year. This 
would absorb a total of £261,338 out of the 
profit of £560,047, and after appropriating 
£115,300 for Legal Reserves in South America. 
Contingency Reserves are increased’ by 
£150,000, leaving the balance to be carried for- 
ward in Profit and Loss Account £33,409 higher 
at £211,308. 

I would, however, remind you that banking 
in Latin America is more subject to fluctuations 
and changes than in this country, and govern- 
mental control of remittance of profits may at 
any time affect the sterling profit available for 
dividends. Subject to these considerations your 
Board hope to be in a position to continue the 
annual payment at the increased rate, but I feel 
sure you will expect the Board to exercise 
proper prudence along the lines followed in 
recent vears. 


Ti annual general meeting of the Bank of 


Trend towards Multilateralism 

Last year I raised the question whether the 
bilateral agreements that had been a characteris- 
tic of the trading practices of a number of the 
Latin American republics in the years since the 
war had not outlived their usefulness and I 
expressed the hope that Brazil’s experiment in 
1955 in establishing an area of limited convert- 
ibility would be followed by other countries and 
begin a progressive elimination of artificial bar- 
riers to trade. Further important steps towards 
multilateral trade have in fact been taken during 
the past vear and, although the bilateral agree- 
not yet extinct in Latin America, it has 


ment is 
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come to be regarded as something of an anach- 
ronism. 

The significance of this partial removal of 
currency discrimination is, in brief, that it 
gives the South American republics the oppor- 
tunity to make better use of their exchange 
earnings and provides, for the United Kingdom 
and other European countries, a wider potential 
market for their exports. 


Powers of Recovery 


I have several times referred to the importance 
of Latin America, both now and especially in 
the future, as a market for British exports, and 
the growing attention that is being paid to this 
subject. provides ample justification, if indeed 
any were needed, for returning to it again this 
year. Those who have made a close study of 
the importing capacity of the various countries 
are better placed than I am to judge which of 
their various requirements the United Kingdom 
is best able to supply. I would go no further in 
offering advice to British exporters than to 
remind any who have had unfortunate experi- 
ences on their first venture into this area that 
the powers of economic recovery of these 
countries are remarkable both for the speed and 
the extent with which they can transform almost 
overnight their trading prospects. 

The other point I would make in this connec- 
tion is to renew the plea that cannot be made too 
often, especially to those who do not know this 
continent well, and that is not to judge any one 
of these republics by the changes in fortune of 
any other. 


Need for Ampler Funds 


The demand from the Latin American im- 
porter for long-term credit might quite easily 
out-strip the resources that the banks could 
prudently make available for this type of busi- 
ness. If we are not to be ousted from a market 
which in the not too distant future may well 
prove of far greater importance than the more 
traditional ones of the sterling area and else- 
where—and recent events in the Middle East 
will have served to emphasize this point—it will 
be necessary to draw on a far larger source of 
lendable funds, and other institutions who can 
dispose of a substantial volume of national 
savings should be invited to play their part in 
assisting British exports to Latin America by 
providing the necessary finance. 

An assurance from such a quarter that funds 
would be made available, together perhaps with 
the creation of the necessary machinery to 
channel them in the directions where they could 
be used with the greatest advantage, would go a 
long way towards enabling the British exporter 
to meet the competition of, at any rate, those 
countries where the nationalisation of credit in 
one form or another has placed the responsibility 
for financial support firmly on the shoulders of 
the State. 











HE ordinary and extraordinary general 

meeting of the Arab Bank Limited was 

held on March 22, 1957, in Amman. 
The following is an extract from the report of 
the Board of Directors: 

The Board of Directors have the pleasure to 
submit to you the report for the year ending 
on December 31, 1956. 

Earnings for the year totalled J.D. 2,047,876, 
compared with J.D.1,715,906 for 1955—an 
increase of J.D. 331,970, or 19 per cent. This 
increase resulted from the extension of the 
Bank’s activity and the opening of new branches. 
There are now thirty-three branches operating 
in nine Arab countries and four other branches 
are under establishment in Libya, Qatar, Aden 
and ‘Tunisia. 

The year’s operations have resulted in a net 
profit of J.D. 357,112, after providing J.D. 
1,690,764 for income tax paid to the Govern- 
ments of the Arab countries in which the Bank 
functions and for salaries and sums written off 
for depreciation, and making transfers to 
reserves for contingencies. 

The Board of Directors recommend to the 
General Assembly the allocation of J.D. 275,000 
as net dividends to be paid to the shareholders, 
i.e. one Jordan Dinar per share (founders’ and 
ordinary shares alike), taxes being payable by 
the shareholders. ‘The Bank has already set 
aside the income tax on the profits of share- 
holders in Jordan, who may obtain certificates 
of the amounts deducted from their profits for 
taxes. Dividends will be distributed as from 
April 15, 1957. 


ARAB BANK LIMITED 





———— 


Total assets at the end of 1956 amounted to 
J.D. 60,930,457, compared with J.D. 53,430,172 
the previous year—an increase of J.D. 7,500,285. 

Cash 
J.D. 17,621,546, compared with J.D. 14,116,346 


the previous year—an increase of J.D. 3,505,200. 


in hand and at banks amounted to 


The balance of bonds is J.D. 404,668. The 
bulk of the bonds consists of Egyptian Govern- 
ment bonds and shares of the oil refinery in 
Iraq; they were evaluated at purchase price, 
this being approximately equivalent to the 
market price. 

We have subscribed J.D. 12,088 to the Bank 
of Bahrain which has been recently established 
by a group of Arab merchants in Bahrain, and 


J.D. 12,500 to the Jordan Electricity Co. Ltd. 


Deposits and other accounts rose from J.D. 
31,570,206 in 1955 to J.D. 35,242,211 in 1956, 
or by about 12 per cent.; while deposits of 
most banks diminished in 1956 as a result of 
greater demand on capital money. 

Loans to customers were J.D. 17,475,180, 
compared with J.D. 17,315,251 in 1955. Bills 
discounted increased from J.D. 2,635,725 in 
1955 to J.D. 3,386,340, or by about 28 per cent. 

The balance of documentary credits and 
guarantees for the year was J.D. 20,542,875 
(J.D. 11,349,148 for documentary credits and 
J.D. 9,193,727 for guarantees), compared with 
J.D. 17,556,457 (J.D. 9,522,618 for docu- 
mentary credits and J.D. 8,033,839 for guaran- 
tees) at the end of 1955. 


The report was adopted. 





ARAB BANK LIMITED 


BALANCE SHEET AS AT 3lst. 
(To the nearest ¥.D. (Jordan Dinar)) 
ASSETS 





Cash in Hand and at Banks 

Securities (Market price). 

Bills Discounted .. : 

Loans to Customers 

Customers’ Liability on Guarantees and C ‘redits (per C ontra) 
Bank Premises and Sites (at cost, less amounts written off ) : 
Furniture (at cost, less amounts written off) ra 

Other Assets + cs ua 





















LIABILITIES 


Deposits and other Accounts 
Bills Payable 
Guarantees and C redits o on Account of Customers (per ( ‘ontra) 
Other Liabilities .. ie ; 
Authorized and Subscribed Capital: 
37,500 Founders’ Shares at J.D. 8—fully paid . 
237, 500 Ordinary Shares at J.D. 8—fully paid 


Reserve Fund 
Special Reserve 


Balance of Profit and Loss Account 


Abdul Hameed Shoman 
Chairman, Board of Directors [Dp 














DECEMBER, 1956 
1956 1955 
J.D. J.D. 
17,621,546 14,116,346 
4,668 279,686 
3,386,340 2,635,725 
17,475,180 17,315,251 
20, 542,875 17,556,457 
850,531 792,880 
233,720 119,384 
415,597 614,443 
60, 930, 457 53,430,172 
1956 1955 
J.D. J.D. 
35,242,211 31,570,206 
514,898 479,016 
20,542,875 17,556,457 
473,361 3,096 
3 D. 
300,000 
i 900, 000 
2,200,000 
900,000 
700,000 
—_——-— -— 3,800,000 3,450,000 
7,112 371,397 
60,939,457 53, 53,430, 172 
Abdul Majeed Shoman 
Member, Board of Directors 
£1 sterling 
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THE MERCANTILE BANK OF INDIA 








Continued Expansion of General Business 





Sir Kenneth W. Mealing’s Review 





Mercantile Bank of India, Ltd., was held 
on March 26, in London. 

The following is an extract from the statement 
by the chairman, Sir Kenneth W. Mealing:— 

The expansion recorded last year in the 
Bank’s general business continued during 1956. 
The Balance Sheet total at nearly £75 millions 
is higher by £3 millions. Deposits are higher by 
£25 millions whilst on the Assets side there are 
increases of over £5 millions in Loans and 
Advances and nearly £1 million in Bills Receiv- 
able. These higher figures indicate the in- 
creased share we are taking in World trade with 
the East and are in part responsible for the 
decrease in our holding of Government Securi- 
ties by nearly £3 million. 

The net profit of £236,484 is slightly higher 
than the previous year and your Directors 
recommend a final dividend of 7 per cent. If 
this recommendation is approved the dividend 
for the vear will be 14 per cent., the same as last 

year. From the balance the usual allocations 
have been made to the Officers’ Pension Fund, 
Premises Account and Contingencies Reserve 
Account leaving the balance carried forward at 
£224,521 against £219,372 from the previous 
year. 

During the year the Board authorised the 
transfer of £250,000 from Inner Contingencies 
Account to the Reserve Fund, which now stands 
at £2,000,000. 

The two significant events of 1956 were the 
strain put upon Anglo-American relations and 
the reimposition of Stalinism throughout Com- 
munist Countries. The former resulted from 
the chain reaction starting with America’s sud- 
den withdrawal from the Aswan Dam project, 
the nationalisation of the Suez Canal Company, 
the attack by Israel on Egypt and the Franco- 
British intervention. ‘The second resulted from 
the attempt by the workers and people of Hun- 
gary to secure the freedom which the new anti- 
Stalin policy of Russia seemed to promise. 

In the former case the British and French 
obeyed the resolutions of the United Nations 
and withdrew. ‘The Canal was blocked by the 
Egyptians and only the future will show whether 
any Nations (other than Britain and France) are 
willing to obey the edicts of the United Nations 
to which so much political lip service is rendered. 
So far as the Hungarians are concerned the 
answer is clear: that Russian imperialism is not 
prepared to permit United Nations observers 
even to investigate the facts. I can only repeat 
my statement of a year ago, when I said “‘ there 
is little or no prospect of a real relaxation of 
tension or of ending the ‘ Cold War’ until a real 
disarmame ‘nt agreement can be brought into 
effect ’’-and this seems now, if anything, still 
further away. 

In Britain the Government’s fiscal policy was 
beginning to be effective without resulting in 
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unemployment, but the events in the Middle 
East checked the progress anticipated and the 
change in Government in January, 1957, result- 
ing from the Prime Minister’s illness and the re- 
entry into World affairs of the U.S.A. following 
the Presidential Election, may be expected to 
open a new era of Anglo-American co-operation 
and economic prosperity throughout the 


Western World. 


India 


The second Five Year Plan to which I 
referred last year is already rapidly getting 
under — and is estimated to have a total cost 
of some 5,300 crores of Rupees. Inevitably 
this vast project will have repercussions on 
many aspects of Indian life. Initially it is almost 
inevitable that a degree of inflation and high 
taxation must be anticipated and indeed is 
already taking place. It must be hoped that the 
ultimate effects of the great production and 
employment that this plan is hoped to produce 
will justify this great undertaking. 

Towards the close of the year some anxiety 
has been caused regarding the country’s econ- 
omy following a continued rise in price levels, 
continued substantial dwindling of foreign ex- 
change resources and the monetary stringency 
in the Banking system. It is unfortunate that 
at this time the Indian jute trade, which is one of 
India’s principal earners of foreign exchange, 
is passing through a time of economic crisis and 
heavy losses. ‘The tea and cotton industries 
have both had a fairly successful year. 


Pakistan 


In May, 1956, a draft five-year Plan was pub- 
lished envisaging the expenditure of Rs.800 
crores in the public, and Rs.360 crores in the 
private sectors, estimated to increase National 
Income by 12 per cent., food grain production 
by 13 per cent., provide employment for two 
million people and increases in electric output, 
irrigation, etc. ‘The Plan relies upon foreign 
aid for some Rs.300 crores of finance. It is 
regarded as being moderate and realistic and has 
been well received in the country but it has 
been criticised as putting far too little emphasis 
on agriculture and communications including 
port facilities. 

There is no doubt that Pakistan will continue 
to need foreign aid for some time to come not- 
withstanding the strenuous efforts she is making, 
by severe restrictions in imports at the expense 
of some degree of inflation, coupled with an 
industrial programme designed further to 
reduce imports and to increase her income from 
exports. 

The statement then reviews in detail the 
position and prospects in other areas in which 
the Bank has interests. 





THE EASTERN BANK 








Satisfactory Results 





Sir Evan M. Jenkins’s Review 





Eastern Bank, Ltd., will be held on April 3 
at the offices of the Bank, 2 and 3, Crosby 
Square, London, E.C. 

The following is an extract from the statement 
by the chairman, Sir Evan M. Jenkins, G.C.I.E., 
K.C.S.1., circulated with the report and ac- 
counts for the year ended December 31, 1956:— 

The Balance Sheet for 1956 shows on the 
liabilities side an increase of £879,680 in Cur- 
rent, Deposit and other accounts and a decrease 
of £579,724 in Bills Payable. On the assets side 
there is an increase of £731,922 in Cash on 
Hand at Call and at Bankers, and of £1,005,674 
in Bills Receivable. Advances have fallen by 
£597,846. The Balance Sheet Total is 
£44,173,237 against £43,558,711 for 1955. 

The considerable increase, from £720,953 to 
£871,521 under Bank Premises, Furniture and 
Equipment, is due mainly to the completion of 
our new premises at Baghdad, and to payments 
for work on the building we. have acquired at 
Kuala Lumpur. The figure in the Balance 
Sheet takes into account the appropriation of 
£35,000 referred to below. Outstanding com- 
mitments amount to about £110,000, largely 
for housing; building is very expensive through- 
out the East, and it is unfortunately difficult in 
many centres to rent suitable premises and 
houses for staff. 

The published profit is £129,940 against 
£132,536 for 1955. ‘The appropriations from 
profit are £50,000 to Contingencies, £35,000 to 
Premises, and £28,750 to the final dividend of 
5s. per share, the total dividend of 8s. per Share 
for the year remaining unchanged. ‘The carry 
forward is reduced from £112,656 to £111,596. 

In spite of the reduction in profit, the results 
may be considered satisfactory in conditions 
which were in some respects specially difficult. 
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Closure of Suez Canal 

The year was darkened by the crisis in the 
Middle East. With branches in Iraq, Beirut, 
the Persian Gulf and the Aden Region we have 
had an anxious time, but thanks to the firmness 
of the Governments concerned our business was 
not interrupted, except at Bahrein where dis- 
orders caused the Banks, like all other offices, to 
close for about one week. Iraq in particular 
deserves special sympathy and respect. ‘The 
cutting of the pipe-lines which connect her 
northern oil-fields with the Mediterranean was 
a grievous blow to her economy, and was the 
result of disputes with which she had no direct 
concern. ‘That she was able to withstand the 


shock without serious trouble was due to the 
sound use of oil revenue in the past, and to the 
determination of her Government to prevent 
the emotions aroused by the crisis from being 
exploited for purposes damaging to the real 
interests of the country. 
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The effects of the crisis are by no means con- 
fined to the Middle East; the closure of the 
Suez Canal has so dislocated shipping that 
almost every country with which we are con- 
cerned is suffering inconvenience or worse from 
delays in the arrival of imports and the despatch 
of exports. In Aden in particular the loss of 
shipping opportunities must seriously affect the 
traditional entrepot trade. 


Iraq 

Business was reasonably good throughout the 
year, though in the early months there was some 
over-stocking. The Middle East crisis caused 
a sudden rise in prices in October, but Govern- 
ment intervention coupled with the rapid move- 
ment of goods awaiting clearance from Customs 
corrected this, and by the end of December 
conditions seemed fairly stable. 

We were at last able in September to occupy 
our new premises in Baghdad. The sub-Branch 
in Rashid Street, opened in December 1955, 
continues to make progress, though it cannot be 
said that there is now any shortage of Banks in 
Baghdad. 

Lebanon 

Our new Branch at Beirut opened for business 
on April 30, 1956, and has done as well as can be 
expected during an exceptionally difficult year. 
The competition for banking business is per- 
haps fiercer in Beirut than in any other City in 
the world. 

Aden 

It is not easy to give a definite opinion about 
the future either on the short or on the long 
term. While the Suez Canal is closed the num- 
ber of ships calling at Aden will be very greatly 
reduced. This wil necessarily affect the entre- 
pot business generally, the execution of building 
works in the Colony, and the tourist traffic, with 
which our sub-Branch at Steamer Point is 
largely concerned. So far, markets have been 
remarkably steady, and the opportunity will no 
doubt be taken to reduce stocks of Japanese 
piecegoods which have been excessive and are 
not for the time being easy to replace. On a 
longer view Aden’s future depends not only 
upon freedom of traffic through the Suez Canal, 
but upon internal stability and business effi- 
ciency. Aden makes a living out of the services 
which it provides, and it would be unfortunate 
if those living and working there were to lose 
sight of this essential fact. 


General 

Sir Tom Hickinbotham, who has long ex- 
perience of the Middle East, joined the Board 
on October 31, and in January and February 
1957 visited our Branches at Beirut, in Iraq and 
in the Persian Gulf. The General Manager, 
Mr. Barden, has also visited our Branches in 
Karachi, Calcutta and Bombay. 
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BANK OF SCOTLAND 





A Strong and Satisfactory Position 





prietors of the Bank of Scotland will be 
held on April 2 within the Head Office, 
Edinburgh. 

The following is an extract from the statement 
by the Governor of the Bank, The Right Hon. 
Lord Bilsland, K.T., M.C., mL... LL.D., which 
, has been circulated with the Report and 
Accounts : 

The past financial year of the Bank com- 
menced under the influence of the raising of the 
Bank Rate to 55 per cent. in February 1956. 
The Rate remained at this level for almost 
exactly a year, being reduced to 5 per cent. in 
February 1957. ‘This reduction followed upon 
a downward tendency in short-term market 
rates of interest which had developed over the 
preceding two months and it is to be welcomed 
as an indication of growing confidence in the 
strength of sterling. It has other favourable 
effects in the form of reducing the cost of 
Government borrowing and making easier the 
funding of short-term debt as well as decreasing 
the cost of servicing foreign-owned sterling 
) balances. 

Doubts have been frequently expressed as 
to whether the raising of the Bank Rate to 53 
per cent. was necessary or desirable. As a 
factor in reducing the demand for credit it has 
certainly taken second place in importance to 
credit restriction. At the same time it has served 
to emphasise the need for credit restriction, and 
the downward trend of short-term interest rates 
which we have witnessed cannot but tend to 
reduce that emphasis and must therefore make 
more difficult the continuance of credit re- 
striction as a necessary measure. 

It is dificult to reject the conclusion that so 
long as Government expenditure remains at a 
level which together with the needs of industry 
| is in excess of the Nation’s savings there can be 

no real check to inflation. A substantial cut in 
Government expenditure therefore remains the 
most effective answer to the country’s present 
difficulties. 
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Effects of Suez Incident 

In the earlier part of last year attempts were 
being made following upon the promise of the 
1956 Budget to devise means whereby a cut in 
Government expenditure could be effected. 
The Suez incident, however, has in the mean- 
time seriously affected the Nation’s economy 
and nullified the progress made. 

The long-term effects of Suez cannot as yet 
be accurately assessed. The best that can be 
hoped for the future, so far as this country is 
concerned, is that the challenge presented by the 
Suez incident will prove the spur necessary to 
an all-round increase in production which we 
are constantly assured is well within the 
country’s capacity. 

In face of this situation it is not possible to be 
optimistic on the likelihood of a material re- 
| duction in taxation, yet the time is long overdue 

when the burden of taxation which this country 
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carries and which is higher than any of its 
competitors in world markets, should be re- 
duced. It is remarkable that in spite of this 
taxation burden, with its damaging effect on 
incentive and its adverse effect on manufactur- 
ing costs, the volume of exports from this 
country has over the past nine years nearly 
doubled. We cannot expect a continuance of 
this trend unless something is done to give 
relief and reward to those by whose efforts this 
has proved possible. 

The proposed establishment of a European 
Free Trade area to which this country would 
adhere is an interesting development. It is 
obvious that entry into this customs agreement 
must be gradual in ordet that the necessary 
readjustment of industry can be accomplished 
without too great disturbance. With that 
proviso it is difficult to believe that this country’s 
participation should be otherwise than beneficial 
in the end of the day. 

For Scotland generally the past year has been 
one, if not of outstanding success, at least of 
maintenance of activity in relation to the rest of 
the United Kingdom and of definite prospects 
for increased future prosperity. 


Balance Sheet 

Dealing with the Balance Sheet, the main 
features are the increase in deposits, the further 
substantial rise in note circulation, the reduction 
of approximately £2,700,000 in advances and 
the high liquidity position. Deposits have 
fluctuated widely throughout the year and in 
the earlier months were considerably below the 
previous year’s level. It was not until the last 
two months of the year that an increase began 
to be recorded. The increase in note circulation 
reflects a constant trend throughout the year, 
a trend which is understandable in present con- 
ditions. The reduction in advances follows 
upon a continuance of the operation of credit 
restriction. The weekly average of our advances 
throughout the year has been materially lower 
than the previous year and this has undoubtedly 
affected the Bank’s earnings. 

The net profit for the year of £638,984 shows 
a reduction of approximately £4,000, and after 
making the same appropriations of £200,000 to 
Contingencies and £80,000 to Pension Fund, 
the maintenance of the dividend of 14 per cent. 
for the year is recommended. This will require 
£362,250 and along with the foregoing appro- 
priations will ereduce the balance of unappro- 
priated profit to be carried forward by £3,266 to 
£253,545. 

The Bank’s liquidity position is this year 
exceptionally strong, there being held in cash 
balances with other banks, cheques, etc., in 
collection, money at call and bills discounted, 
37 per cent. of all liabilities to the public. The 
Bank’s investments are of a value in excess of 
the figure at which they appear in the Balance 
Sheet and taking into account all the unusual 
difficulties affecting banking in present con- 
ditions the Balance Sheet presents a position 
which is both satisfactory and strong. 
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| £300,000,000 
| including over two hundred and forty million 
| pounds on loan by the Halifax to 310,000 
| borrowers, mainly home-owners. | | 
| * | 





TRUSTEE SECURITIES 
AND CASH £53.000.000 
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HOOVER LIMITED 








Difficulties Surmounted 





Limited will be held on April 2 at the 
Company’s office, Perivale. Mr. 5S. 
Roberts, Managing Director, is to preside. 

The following is an extract from the Annual 
Review, which has been circulated to the share- 
holders with the Report and Accounts. 

In the interim statement covering the first six 
months’ trading it was clearly evident that the 
restrictions on Hire Purchase facilities, the 
higher rate of Purchase Tax, together with the 
imposition of the new tax on Irons, were having 
a serious effect upon our profit-earning capacity. 

It is, therefore, gratifying to report a profit 
figure considerably greater than could have been 
anticipated at that time. 


| ie Annual General Meeting of Hoover 


Uplift in Export Trade 


This substantial improvement is the result of 
a considerable uplift in our Export Trade, par- 
ticularly to dollar markets, and by the introduc- 
tion, in the last quarter of the year, of the new 
Constellation Cleaner and the new Hoover 
Junior Cleaner, both of which have had an 
excellent reception. 

The restrictions imposed on the home market 
are most serious and affect our overall develop- 
ment plans for both home and overseas. With- 
out question a freer home market would assist 
materially in our endeavours overseas. We 
trust those responsible for legislation will con- 
sider these aspects and review favourably the 
removal of some, if not all, the present restric- 
tions. 

Great efforts have been made to increase our 
business overseas. The result of these efforts 
has been an increase of 16 per cent. over 1955, 
which is most satisfactory. ‘To the American 
Continent we succeeded in selling merchandise 
to the value of nearly $3,000, 

We have maintained our position as the 
largest British Exporter of Cleaners and Wash- 
ing Machines, and our percentages of the total 
British exports, according to the latest figures 
available, are 71 per cent. and 72 per cent. res- 
pectively. With the new products we have 
introduced and the development of designs, we 
believe we shall continue to hold that position. 


Development of Products 


In October the new Constellation Cleaner was 
introduced both to the Home and Overseas 
Markets and had an excellent reception. 

Following surveys of the Washing Machine 
market it was evident that there was a need for a 
heated machine and in the latter months of 1955 
this model was launched. It has proved most 


successful. 

During the year turnover of Washing 
Machines was greatly in excess of our Cleaner 
sales. We believe that there are unlimited pos- 


sibilities in this direction. 

During the past two years design work has 
been concentrated upon the development of a 
new Fractional Horse Power Motor. The 
reception accorded to this redesigned motor, 





particularly in Overseas Markets, has been good. 

In the belief that the Hoover Steam or Dry 
Iron had many advantages over the conventional 
iron, and that high production would result in 
considerable cost reductions, the price was 
appreciably reduced. ‘This belief proved to be 
well founded and sales reached new records in 
the last six months of the year. 


Financial Results 


The consolidated net profit, before taxation, 
was £2,790,077, a reduction of just over 
£1,000,000 as compared with [3,838,233 for 
1955. This profit was arrived at after deducting 
£997,979 for depreciation, against {£920,761 
last year. ‘The liability for taxation, after de- 
ducting £19, yd _Overprov ided in previous 
vears, is £1,564,9 

From the em ‘iin taxation of £1,225,082 
has to be deducted £61,423 in respect of the 
interests of outside shareholders and £155,624 
profits retained by Subsidiaries to strengthen 
their financial position. After adding £2,391,471, 
the balance brought forward from last year, 
the balance available for appropriation is 
£3,399,506. We have again transferred £250,000 


to the General Reserve and £100,000 to 
Reserve for the Employees’ Superannuation 
Scheme. 


The Board, after very full consideration, have 
decided to recommend a final dividend of 40 per 
cent., less tax, on the Ordinary and ‘‘A’’ Ordin- 
ary Shares making a total for the year of 50 per 
cent., the same as for the year 1955. 

Last year we considered it advisable to cut 
our total Ordinary Dividend from 70 per cent. 
to 50 per cent. This year we believe the out- 
look is brighter and have, therefore, maintained 
the dividend at the reduced rate. 

The strong financial position has remained 
unimpaired, with cash and bank balances con- 


sistently in excess of £3,000,000. 


Future Prospects 


Perhaps the most important development of 
the moment is the possibility, now almost a 
probability, of a European Common Market. 

Our trade with the Messina countries has now 
assumed significant proportions, despite the 
high import duties. The reduction or elimina- 
tion of duty would give us a preferential position 
in these countries, one which we are not slow to 
recognise. 

It will take some time before plans come to 
fruition, but we are in an enviable position in 
that we have established organisations in these 
countries capable of development. 

With ever-changing economic conditions at 
home, short term prospects in the domestic con- 
sumer market must always be coloured by 
political considerations and it would be unwise 
to predict any amelioration of the current 
situation. 

Despite these qualifications we believe that 
the year 1957 will witness further expansion of 
our activities. 

















GOING AWAY ? 


Bought your ticket ? 
Booked your seat ? 
Insured yourself and your 
luggage ? 


IF you've forgotten to insure get in 
touch right away with 


who will provide the necessary cover 
to ensure for you a carefree holiday 


Head Offices: 


1 North John St., 24/28 Lombard St., 
LIVERPOOL, 2 LONDON, E.C.3 





Pity is plentiful for the hundreds of 
seriously crippled children and friend- 
less old folk in the Shaftesbury 











Society’s care. Scarcely a visitor is : 
not moved to tears and generosity by Peo p le 
the bravery he finds on every side. . in all walks of life 


. . « » have need of a banking account. 
Encourage customers to save by loaning 
; fee them a P.P.J. Book-type Home Safe. These 

any. For every crippled ee 

needs are many. For every cripp os smart, good-looking money-boxes have a 

f: slot for coins and a circular aperture for 

: ; 7 : notes. Customers find it easy to put away 

ing for a place. To know that ones ej those small amounts, which soon accumulate 

Bes a worth-while sum, for deposit at intervals. 

. Available with your name and house mark 
even one little girl who had never | embossed on the 
5 cover. P.P.J. Safes 
. ; 3 are an excellent adver- 
achievement of a lifetime. ©  tising medium and 
3 Prove a_ constant 
inducement to save. 


THE SHAFTESBURY | of Piese wre sm 


samples and prices 
SOCIETY | 
PEARSON - PAGE - JEWSBURY Co., LTD. 


(Ree’d. in Accord with Nat, Asst. Act, 1948) (Dept. 12) Westwood Works, 
Westwood Road, Witton, Birmingham, 6 


But visitors are few and the financial 
child who leaves us, another ts wait- 
donation or legacy had put on her feet 


hoped to walk alone would be the 


32, JOHN STREET, LONDON, W.C.1 








$3.76 
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